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Middle East Negotiations 


Question-and-Answer Session With Reporters 
on Board Air Force One en Route to Georgia. 
January 20, 1978 


Reporter. You know what we’re all in- 
terested in is whether President Sadat is 
going to come to Washington in the near 
future to confer with you. 

THE Presiwwent. I don’t know. We’ve 
not made any plans about it, and there 
have been no discussions with him about 
it. 

Q. There was some talk over there that 
he would like to do this, or he thinks it 
might be helpful. 

THE PresmweNnt. Well, I’ve seen in 
the news that he has proposed this as a 
possibility for the future. And I notice 
that Prime Minister Begin has also said 
that it would be a possibility for the fu- 
ture. But I don’t know of any discussions 
that there have been between either those 
two nor with me. 

Q. How serious is this apparent set- 
back in that progress toward negotiations? 

Tue PreswwentT. Well, I’m afraid it’s 
very serious. Secretary Vance has spent 
hours the last 2 days both with Prime 
Minister Begin and with President Sadat. 
They are planning to go ahead with the 
military talks, and we hope that there 
won’t be anything other than a brief in- 
terruption in the political talks. 


Week Ending Friday, January 27, 1978 





We are acting as an intermediary the 
best we can, trying to convince both sides 
of the other’s good intentions, and hope 
that we can succeed. It’s been a relief to 
us the last number of weeks to have those 
two nations negotiating directly. 

Secretary Vance, who’s been involved 
in some very difficult discussions in the 
past with Vietnam and in the Cyprus 
question, in years gone by, says this is 
a normal procedure when adversaries 
first begin to discuss specifics with one 
another. It’s one major step just to agree 
to talk at all. But in the aftermath of the 
good will following the personal acquaint- 
ance and introduction, to start discussing 
ancient differences is always a letdown 
and a disappointment. But he’s encour- 
aged. He’s not discouraged. And we're 
determined to carry out our own schedule. 

Secretary Vance will be back in Wash- 
ington this weekend, and I will talk to 
him directly. We have had two or three 
communications from him daily. So, it’s 
a temporary setback. It has been and can 
be serious, but we have hopes that we'll 
see it all straightened out and that 
political and military talks recommence.. 

Q. What kind of sense did you get 
from Mr. Sadat when you spoke with 
him? Did he seem discouraged? 

Tue Preswent. Yes, he seemed dis- 
couraged and, I’d say, deeply concerned. 
My request to him was to leave his 
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negotiators in Jerusalem and not with- 
draw them that day. He said that his deci- 
sion could not be reversed then. So, we 
shifted our conversation to the prospect of 
keeping open the invitation for the mili- 
tary negotiators to meet, and he agreed 
that that should continue. But he was 
quite concerned. 

Q. He almost sounded like he was con- 
tinuing the military portion almost as a 
favor to you. 

THE PRESIDENT. Well, I don’t think it 
was that. I don’t think my role was that 
significant. But my belief is that both 
Prime Minister Begin and President 
Sadat have a standard political prob- 
lem—one is that they have large con- 
stituencies on their own side whom they 
have to represent, and at the same time, 
they are trying to lead those constitu- 
encies toward a reconciliation. 

I’m sure there is some strategic and 
tactical component of what their speeches 
have been. I believe that at least up until 
this moment, they both trust us to act in 
good faith, and that’s what we are trying 
to do. The more responsibility they take 
on themselves to negotiate directly, 
though, the better the prospects are for a 
rapid agreement. 

Q. What is the next step now? Assum- 
ing the military talks do commence to- 
morrow, I believe, what is the next step to 
get those political talks going again? 

THE PRESIDENT. I don’t know. I think 
a lot of it will depend upon President 
Sadat’s speech to his own Parliament to- 
morrow. I don’t know what he will say. 
Obviously, one of the great things that 
brought the leaders together was a direct 
appeal through the news media to mil- 
lions of people, to the world, indeed. 

I think one of the obstacles now in prog- 
ress is that overinclination to negotiate 
through the news media, because these 
matters in which we’ve been involved as 
an administration for a full year are very 
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sensitive, very sharply defined, and they 
are much better worked out privately 
where there can be a discussion of a word 
or a nuance or a phrase or an idea among 
negotiators without arousing the sharp 
feelings of millions of people, and where 
they can be resolved and substitute words 
or phrases or ideas can be initiated. That’s 
very difficult to do in a public forum 
through the news media. 

So, we hope to get, all of us, reconciled 
to the fact that the negotiators should 
deal with these items, recognize that there 
will be public statements that tend to ag- 
gravate and exacerbate the situation but 
that that ought not to be a call or a reason 
for the negotiators to stop their work. 

It’s going to be a tedious process, and 
I’m sure we'll have ups and downs in the 
future. 

Q. You know, in that connection, what 
you just mentioned, there’s a theory that 
President Sadat did this, this dramatic 
move, trying to get you to put pressure 
on Israel to make more concessions. 

Tue Present. I don’t agree with 
that. In my own private communications 
with President Sadat, both through dip- 
lomatic dispatch and the telephone, my 
assessment is that he has been quite sin- 
cere in what he’s done; that it’s not 
posturing and not designed to influence 
our action one way or the other. 

My guess is that President Sadat knows 
quite well that our influence on Israel is 
limited, and I think that Prime Minister 
Begin knows quite well that our influence 
on President Sadat and the Egyptians is 
quite limited. 

But we are always there to assuage ill 
feelings and to offer substitute wording 
and, when the talks and discussions stag- 
nate, to try to add some momentum to 
them; when they have a momentum of 
their own, for us to withdraw and play 
a lesser role. 
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What is now publicly identified as a 
very difficult negotiating process has been 
apparent to us as difficult for a long time, 
and not just in this administration but 
in the previous one as well. But I think 
the prospect for peace now, compared to 
what it was a year ago, is very good. 

Q. How much money are you going to 
raise tonight? 

THE Presiwent. I don’t know. They 
feel good about it in Georgia. All the 
States around, plus Puerto Rico, are 
healthy. I think later we'll have a fund- 
raiser in Texas, right? 

Strauss has told me that whatever we 
raise in Georgia, they’re going to double 
it in Texas. So, we hope to set a good 
base for him to meet. 

Mr. Strauss. He’s setting goals for the 
administration now. [Laughter 
NOTE: The question-and-answer session was 
held during the flight from Andrews Air Force 
Base, Md., to Dobbins Air Force Base, Ga. 

Robert S. Strauss is Special Representative 


for Trade Negotiations and a former chairman 
of the Democratic National Committee. 


Dobbins Air Force Base, Georgia 


Question-and-Answer Session With Reporters 
on Arrival. January 20, 1978 


THE PRESIDENT. [Jnaudible|—with Presi- 
dent Sadat. Well, we’re trying to keep 
both the military and the political talks 
going on there. 


Q. Mr. President, how do you apprise 
the reaction of Congress to your State of 
the Union address? 


THE Presiwent. It was surprisingly 
good. The last speech I made to them was 
not one that aroused any applause at all. 
It was devoted entirely to energy. But I 
thought that the response last night was 
excellent. 
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Q. When are you going to get around 
to actually working out the difficulty with 
the Dallas—London route and putting your 
signature on the transatlantic route— 
[znaudible|? 

TuHeE PRESIDENT. Well, that was not a 
difficult decision for me. My own inclina- 
tion is, wherever possi ‘e, to encourage 
competition both in the international 
routes and also in the domestic routes. 
And I hope that the domestic carriers that 
have benefited from the flights overseas 
would be just as eager to have competition 
here on the domestic routes. 

Q. Can we get a commitment from you 
to come to Atlanta to play a softball game 
with the media this summer—augh- 
ter|—when it’s warmer. 

THE Present. I don’t know. I hope 
I get a chance to come back to Georgia 
this summer. 

Q. Mr. President, some of the big city 
mayors were unhappy, and they expressed 
that unhappiness with the fact that you 
did not mention more help for the cities 
in your State of the Union address. What 
do you say to that? 

THE PresmIpENT. Well, almost every 
item that’s in the domestic budget is di- 
rectly helpful to the major cities. We pro- 
posed hundreds of millions of dollars for 
basic education, for training programs, 
for public service jobs, for transportation, 
for housing, for crime control. 

These moneys go into the urban centers, 
sometimes in much larger quantities than 
they do in other parts of the country, be- 
cause the problems there are greater. And 
the fact that we don’t have a special allot- 
ment of funds just for large cities is to be 
expected, and it certainly is no cause for 
concern by them. 

I think the budget that I’ve put forward 
now—and our urban policy report that 
will be coming forward in March—will 
be very adequate for the cities, including 
Atlanta. 
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REPORTER. Thank you, Mr. President. 
Thank you very much. 

THE PresIwENT. It’s good to see all of 
you. It’s nice to be home. I think this is 
the first time I’ve been to Atlanta since 
I was President. 

REPORTER. Welcome back. 

THE Presiwent. Thank you. 

NOTE: The question-and-answer session began 
at 4:15 p.m. 


Atlanta, Georgia 


Remarks at a Reception for Georgia Campaign 
Volunteers. January 20, 1978 


THE PresipENT. Rosalynn and I just ate 
supper in what Omni International calls 
the Carter Suite. [Laughter] It’s the first 
thing that was ever named after us, you 
know, except maybe bank mortgages, and 
so forth. And they’ve got a plaque up, it’s 
just as you go in, a big brass plaque about 
this big, and it said that “Jimmy and 
Rosalynn Carter and their family, sitting 
in this suite on November 3, 1976, learned 
that he elected President of the 
United States.” And as I read that plaque 
and looked around the room, I remem- 
bered the long evening and the fearful 
wait. And I thought about a lot of things. 
But at the top of my list of thoughts were 
you, 900, maybe 1,000 volunteers who 
came here to our headquarters in Atlanta 
months and months and months ahead 
of the time when the rest of the Nation 
knew who I was or cared or thought that 
I might possibly be President, and you 
worked for me. 


was 


You didn’t get paid for it. A lot of you 
worked all day long, 5 or 6 days a week, 
because you had confidence in me and 
because you wanted to see a better nation 
and you wanted to see the South and the 
country become one. 


154 


Administration of Jimmy Carter, 1978 


I thank you for it. I hope so far we 
haven’t disappointed you. And I pledge 
that I'll try not to ever do it. 

I think it showed a lot of things. I 
won’t go intc all of them tonight because 
I don’t want to make another long speech, 
but—[laughter|—but one of the things 
that I know it indicated was that there’s 
a place in our free America for volun- 
tary service, where you don’t get paid in 
money and quite often you don’t get paid 
in recognition even, but you get paid in 
the satisfaction of having participated in 
making decisions for the future of the 
greatest country on Earth. And it also in- 
dicates that one person can make a dif- 
ference. 

It's a very difficult thing to leave 
Plains, Georgia, 3 years ago—3 years ago 
today—and to work for a whole year, 
with your help, to enter the Iowa cau- 
cuses 2 years ago yesterday, to be inau- 
gurated President 1 year ago today, to 
realize that when all of that occurred, 
when all of it began, you were there. 

There were people in our headquarters 
and here tonight who were 9, 10, 11, 12 
years old. There were people who had 
full-time jobs, professionals who, after 
working hours, came down and con- 
tributed their time and their knowledge 
and their experience and their thoughts 
for the future. 


There were college students who came 
over from Georgia Tech and Georgia 
State and from Atlanta University com- 
plex, from Oglethorpe, to help us plan 
for the future. There were housewives 
who had families to care for, and there 
were retired people, men and women who 
were 65 or 75 or even 80 years old. And 
that kind of a conglomerate group of 
Georgians made the difference between 
whether I won or whether I lost. And 
I’m thankful to you that you were there, 
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and the difference was that I won. Thank 
you very much. 

I see one or two faces in the crowd who 
were down in Plains in 1966 and 1970 
when I began to run for Governor. And 
I want to thank you in a special way and 
let you know that we’re partners in every- 
thing I do every day. And I want you to 
stay close to me, because I need all the 
help and all thé advice, all the counsel, 
all the criticism, all the prayers that I can 
get. 

You’d be amazed at how many times 
we stand in a receiving line at the White 
House or go down a crowd of people at 
an airport or when I walked across the 
front of this room tonight, and people 
say, “We pray for you” or “Every month, 
our church has a special prayer service for 
you.” And I say, “Look, make it every 
week”—{laughter|—“or every day be- 
cause I really need it.” 

I feel at ease with the job that I have. 
I don’t claim to know all the answers. I’m 
not any better qualified than many of 
you. But I sense that as President, as I 
did 2 or 3 years ago, I still have you be- 
hind me. And that makes the job easy 
for me. Thank you very much. 

I had another supporter, as you know, 
way back then who traveled around the 
country for me. Mother kept Amy. But 
I want to let Rosalynn say just a word, if 
you don’t mind. 

Mrs. Carter. I just want to thank you 
for all you’ve done for tonight to get 
ready for this big banquet, for what 
you’ve done for us over the past year and 
before that in the campaign. It means so 
much to us. I know when we were cam- 
paigning, we always were very confident 
because we knew we had you at home and 
we knew that no matter where we were in 
the whole country, that you supported us. 
We feel that same way. 

Jimmy’s doing, I think, a great job for 
the country. There’s so much that needs 
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to be done. And I’m working and Jim- 
my’s working, but we always know that 
you're here and that you care for us and 
that you support us. I just want to say 
that we need your continuing support, we 
need your continuing prayers and we love 
you all. 

Thank you. 

THE PRESIDENT. How many of you 
think we have a great country? How 
many of you are going to join with me 
and Rosalynn and the rest of us to make 
it even greater? 

Well, thank you again. The only thing 
that I feel kind of strange about is me be- 
ing way up here and you being way out 
there. It’s not the way I ran my campaign, 
and that’s the thing that I don’t like about 
it. But I love every one of you. 

Thank you very much. God bless you 
all. 

NOTE: The President spoke at 8:07 p.m. in 
Room 300 at the Georgia World Congress 
Center. 


Atlanta, Georgia 
Remarks at the Southern Salute to the 


President Dinner. January 20, 1978 

It’s a wonderful thing in the South to 
get almost as much applause as Bert 
Lance, and I thank you for it. [Laughter] 

It’s really nice to be back down here at 
home where I don’t need an interpreter. 
A lot of people say that I had a hard time 
with an interpreter in Poland. But where 
I really have a hard time is in Washing- 
ton trying to get my message out to the 
people and explain what we're trying to 
do with the Federal Government. It got 
so bad this Christmas that when Amy and 
I sent our letters to Santa Claus, I 
got the dollhouse and she got a chain saw. 
{Laughter} 

I never have quite made the transition 
from Plains to Washington successfully. 
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And when I’ve asked for advice around 
our Capital City, I’ve always heard back, 
“Well, you need to go to more Washing- 
ton cocktail parties.” I’ve tried to accom- 
modate that recommendation and do the 
best I could. I can’t go to all the Embassy 
parties. I just don’t have time. So, I de- 
cided to send Hamilton Jordan. [Laugh- 
ter| 

Later on, I was told that the best way 
to deal with Congress to get your pro- 
grams passed was to go to the cocktail 
parties, and Jody Powell went. And he 
tried to sell all 4-year programs in one 
night. It took him a week to get over it. 
[Laughter] Later, we have thought about 
converting some of the key Members of 
Congress to get our energy bill passed. 
My sister Ruth is planning on going to 
see Russell Long very shortly, maybe get 
an energy bill. [Laughter] 

The only one that’s really been com- 
pletely successful so far has been Bert 
Lance. He’s come out of Washington a 
hero. He’s the only one in the Carter ad- 
ministration that’s paid off all his debts. 
| Laughter] He’s made more friends in the 
last 3 or 4 months than anybody I know. 
He’s just embarked, or is embarking on a 
new career in television. There’s a lot of 
openings at the top since Walter Cron- 
kite became Acting Secretary of State. 
[Laughter] 

And I know that all of you agree with 
me that tonight Joel and Wallace, Ken 
Curtis, Bert Lance have done an out- 
standing job in one of the greatest Demo- 
cratic fundraisers in the history of our 
country. And I want all of us to express 
our thanks to them. We’re proud of them. 


How many of you heard the State of 
the Union speech last night, anybody? It 
was 45 minutes long, and I said all I 
wanted to say last night. So, I’m going 
to be very brief this evening, but there 
are a few things that I want to say. 
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This is the first time I’ve been back to 
Atlanta since Inauguration Day, a year 
ago tonight. And as I mentioned last 
evening, 2 years ago yesterday, we had 
the first Democratic caucus in Iowa. But 
long before that, many of you here in 
Georgia, and in Alabama and Mississippi 
and Florida and Tennessee and South 
Carolina, North Carolina, Kentucky, had 
confidence in me and gave me your sup- 
port. And, of course, there’s one region 
of the country, even though I am Presi- 
dent of the whole Nation, that will always 
be close to my heart, and that’s the South. 

Tonight, with this banquet, I thought 
about the fact that we didn’t have to join 
the Democratic Party when I was young. 
We were born into it. It became part of 
our life, part of our consciousness. 

We grew up on a farm during the de- 
pression years. And we struggled from a 
time of hopelessness and despair and pov- 
erty, sometimes even hunger, with a sense 
that the future could be greater. 

We had a President, Franklin Roose- 
velt, and we had memories and a history 
of the past with the fathers of our coun- 
try, Thomas Jefferson, Andrew Jackson, 
and others, who had always had faith in 
common, ordinary, honest, hard-working 
American people. They trusted the judg- 
ment of those who are not powerful and 
influential, who sometimes are not 
wealthy or even well-educated, who do 
have a deep sense of what our Nation has 
been, is, and can be, a deep religious faith, 
a belief that the family, if it’s tight-knit 
and filled with love, is the best source of 
inspiration, education, and preparation 
for an adult life. We learned what it 
meant to struggle and to obtain a good 
education. 

And this region of the country has al- 
ways been highly patriotic, maybe be- 
cause our families, our ancestors remem- 
ber the devastation of the War Between 
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the States, when Atlanta itself was de- 
stroyed, and the values that we reob- 
tained when our Nation was united, but 
weve always been committed to the 
strong defense of our country. We’ve al- 
ways been a people who could see and 
who had a deep desire to see the product 
of each day’s work. 

I had a good life as a young boy on a 
farm, but I remember a sense of accom- 
plishment and pride and inspiration for 
the future each day, after I worked in 
the field with my father and others, to 
look back and see how many rows had 
been plowed, how much land had been 
broken, how much corn had been pulled, 
how much cotton had been picked. And 
there was a tangible measure of work well 
done in preparation for the future, when 
the wood box was filled with stove wood 
that my mother could burn the next day 
and when the water bucket was pumped 
full from a hand pump. 

These kinds of things were specific as- 
signments of responsibility. And it was a 
sense of community and common purpose 
and harmony and a sense of fulfillment 
and a sense that we were contributing in 
our own small way, but an identifiable 
way, to the welfare of our family, our 
community, and indeed, sometimes even 
the Nation itself. 

That’s the kind of spirit that’s not too 
far in the past to be forgotten. Those 
kinds of commitments, those kinds of ex- 
periences, those kinds of hopes, those 
kinds of dreams, those kinds of accom- 
plishments are the standards by which 
the strength of America can be preserved 
in our own individual lives. 

All of us don’t have to be rich. All of us 
don’t have to hold political office. All of 
us don’t have to be influential or well- 
known. But none of us who hold public 
office, who are influential, who are well- 
known can accomplish the ideals and the 
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potentials of our Nation unless we work 
in harmony. And when there’s a separa- 
tion between government and people, be- 
tween the rich and the poor, between 
blacks and whites, between the North 
and the South, between new cities and old 
cities, our Nation suffers. And we who 
have seen the devastation of war and the 
social and psychological devastation of 
racial segregation know the value of 
harmony, of family, and of a common 
purpose. 

This month was a month when two 
great men of the South were born. One 
of them, Martin Luther King, Jr., who 
was not welcomed by most of us when he 
began with his lonely voice to point out 
the potentials of the South and the dam- 
age that was accruing to both blacks and 
whites by racial discrimination. But he 
had courage. And he gave his life that 
the South and the people he loved, both 
black and white, might reach our full 
potential. And as I said dozens of times 
in my 2 years of campaigning, there would 
have been absolutely no chance for me, a 
southerner, to ever think of becoming 
President of the United States had it not 
been for him and what he stood for and 
what he accomplished. 

He saw that in a 30-year period the 
ereatest thing that the South lost was our 
young people. Three million young whites 
left the South. Five million young blacks 
left the South. And now they are coming 
back home because the stable, God-given 
resources of our Nation were waiting for 
them. And to utilize those resources, there 
is a united people bound together by a 
sense of equality and common purpose 
and mutual respect, compassion, and even 
love. 

And the other person who was born in 
January was a great leader, Robert E. 
Lee. Robert E. Lee was a man who under- 
stood the values of a region which he rep- 
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resented. He was never filled with hatred. 
He never felt a sense of superiority. He led 
the southern cause with pride, yes, but 
with a sense of reluctance as well. He 
fought his battles courageously. And he 
said on one occasion that the word that 
was the most sublime in the English lan- 
guage was “duty’—duty to our country, 
duty to our region, duty to our neigh- 
bors, duty to the high standards spoken 
to us by God. 

Well, my heart really overflows when 
I think about the responsibilities that you 
have helped me to assume and the confi- 
dence you had in me and what you mean 
to me as neighbors, as advisers, as coun- 
selors, and as friends. It means a lot to me 
to come back here at home where I served 
this State for 4 years as Governor and 
4 years in the legislature, 7 years on a 
county school board and 5 years on the 
hospital authority, and 3 years on the 
library board. And my roots are still the 
same as they were. 

We learned from the Bible about the 
fallibilities even of people who were given 
great responsibility. I remember the story 
of the escape of the Israelites from Egypt 
when Moses was a man anointed by God 
to lead. And when the Israelites were in 
a battle, God told Moses, “Hold up your 
arm.” And as long as Moses held up his 
arms, the Israelites won. But after an hour 
or two or three, his arm got weary and it 
began to sink, and the Israelites began 
to lose. And his brother Aaron went and 
propped up his arm for a while. And later 
on Hur propped up Moses’ arm for a 
while, and the Israelites won. 


Well, I don’t under any circumstances, 
equate myself with Moses. But I would 
like to remind you of this: You elected 
me to be President. You gave me a job 
to do. As long as I’m in the White House, 
I’m going to try to do a good job, because 
you have confidence in me. 
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I’m not afraid of the responsibility. I’m 
not afraid of the past, the present, or the 
future. I'll do the best I can. Together 
we'll tackle the tough problems. But I’m 
depending on you that if my arm gets 
heavy and it starts to sag, I’m going to 
depend on you to help me prop it up. 

And I believe that together, you and I, 
southerners, Americans, even people here 
from all over the :world who have come 
to pay their own respects to the greatest 
nation on Earth, I believe that together we 
can realize the potential that’s on our 
shoulders to show that those ideals that 
we cherished as young people on the 
farms and in the cities, can overcome the 
greatest obstacles, temptations for weak- 
ness, and show the strength that’s in us 
and make America proud of us all. 

Thank you very much. 

NOTE: The President spoke at 10:20 p.m. in 
Exhibit Hall C at the Georgia World Congress 
Center. 

In his remarks, the President referred to 
Joel W. McCleary, treasurer of the Demo- 
cratic National Committee, Wallace Hyde, co- 
chairman of the dinner, Kenneth M. Curtis, 
chairman of the DNC, and Bert Lance, former 
Director of the Office of Management and 
Budget and cochairman of the dinner. 


Tax Reduction and Reform 


Message to the Congress. January 20, 1978 
To the Congress of the United States: 

I recommend that Congress enact a 
series of proposals that will reform our tax 
system and provide $25 billion in net tax 
reductions for individuals and businesses. 

Fundamental reform of our tax laws 
is essential and should begin now. Tax 
relief and the maintenance of a strong 
economy are essential as well. The enact- 
ment of these proposals will constitute a 
major step towards sustaining our eco- 
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nomic recovery and making our tax sys- 
tem fairer and simpler. 


THE NEED FOR TAX REDUCTION 


I propose net tax reductions consisting 
of: 

—$17 billion in net income tax cuts for 
individuals, through across-the-board 
rate reductions and a new personal 
credit, focused primarily on low and 
middle-income taxpayers. 

—$6 billion in net income tax cuts for 
small and _ large corporations, 
through reductions in the corporate 
tax rates and extensions of the in- 
vestment tax credit. 

—$2 billion for elimination of the ex- 
cise tax on telephone calls and a 
reduction in the payroll tax for un- 
employment insurance. 

These tax reductions are a central part 
of the Administration’s overall economic 
strategy, which will rely principally upon 
growth in the private sector to create the 
new jobs we need to achieve our high-em- 
ployment objective. The tax reductions 
will more than offset the recent increase 
in social security taxes and will provide 
the consumer purchasing power and busi- 
ness investment strength we need to keep 
our economy growing strongly and unem- 
ployment moving down. 

Together with the programs that I will 
outline in my Budget Message, these tax 
cuts should assure that our economy will 
grow at a 41/, to 5 percent pace through 
1979, with unemployment declining to 
between 51/, and 6 percent by the end of 
1979. Without the tax cuts, economic 
growth would slow markedly toward the 
end of 1978 and fall to about 31/, per- 
cent in 1979. Unemployment would be 
unlikely to fall below 6 percent and, by 
the end of 1979, might be moving upward 

This tax program will mean up to one 
million additional jobs for American 
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workers. It should lead to a pattern of 
economic growth which is steady, sustain- 
able, and noninflationary. 

In addition, I believe that our tax- 
payers, particularly those in the low and 
middle-income brackets, deserve signifi- 
cant tax relief—I am determined to re- 
duce Federal taxes and expenditures as 
a share of our Gross National Product. 


THE NEED FOR TAX REFORM 


The $25 billion in tax reductions are 
net reductions, after taking account of $9 
billion in revenue-raising reforms which I 
am also proposing. Indeed, the full cuts 
in personal and corporate tax rates which 
I recommend would not be desirable in 
the absence of significant reform. 

But these reforms stand on their own 
merits and would be long overdue even 
if I were not proposing any net tax reduc- 
tions to accompany them. They focus on 
simplification for the individual taxpayer 
and the elimination of some of the most 
glaring tax preferences and loopholes. 

Guided by the need for tax simplifica- 
tion and tax equity, I propose that Con- 
gress adopt reforms that would: 

Sharply curtail tax shelters. 

—Eliminate the deductions claimed by 
businesses for theater and sporting 
tickets, yachts, hunting lodges, club 
dues, and first-class airfare and limit 
the deduction for the cost of meals to 
50 percent. 

—Provide a taxable bond option for 
local governments and modify the 
tax treatment of industrial develop- 
ment bonds. 

—Strengthen the minimum tax on 
items of preference income for in- 
dividuals. 

—Repeal the special alternative tax on 
capital gains, which only benefits in- 
dividuals in the highest tax brackets. 

—Replace the personal exemption and 
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general tax credits with a $240 per 
person credit. 

—Simplify return preparation and rec- 
ordkeeping by: 

° eliminating the deductions for 
sales, personal property, gaso- 
line, and miscellaneous taxes; 

* combining the separate medical 
and casualty deductions and al- 
lowing them only to the extent 
they exceed 10 percent of ad- 
justed gross income; 

* repealing the deduction for po- 
litical contributions but retain- 
ing the credit; and 

* liberalizing and modifying the 
Subchapter S and depreciation 
rules applicable to small busi- 
nesses. 

—Include unemployment compensa- 
tion benefits in the taxable income of 
taxpayers above 
levels. 

—Ensure that the tax preferences avail- 
able for fringe benefits assist rank- 
and-file workers as well as executive 
officers. 

—Eliminate the special bad debt de- 
duction for commercial banks, re- 
duce the bad debt deduction avail- 
able to savings and loan associations, 
and remove the tax exemption for 
credit unions. 

—Phase out the tax subsidies for Do- 
mestic International Sales Corpora- 
tions (DISCs) and the deferral of 
tax on foreign profits. 

These reforms will make our tax system 
both fairer and simpler. Many of them are 
targeted at tax preferences and subsidies 
for activities that do not deserve special 
treatment and that largely benefit those 
who have no need for financial assistance. 
The average working man and woman 
pay for the loopholes and the special pro- 
visions in our tax laws—because when 
some do not pay their fair share, the ma- 


certain income 


160 


Administration of Jimmy Carter, 1978 


jority must pay higher taxes to make up 
the difference. 

Low and middle-income workers, strug- 
gling to make ends meet, are discouraged 
by tax laws that permit a few individuals 
to live extravagantly at the expense of 
government tax revenues. The privileged 
few are being subsidized by the rest of the 
taxpaying public when they routinely de- 
duct the cost of country club dues, hunt- 
ing lodges, elegant meals, theater and 
sports tickets, and night club shows. But 
the average worker’s rare “night on the 
town” is paid for out of his own pocket 
with after-tax dollars. 


Likewise, individuals who pay taxes on 
nearly every penny of earnings are treated 
unfairly compared to the few who are 
able to “shelter” their high incomes from 
taxes. Some persons with incomes exceed- 
ing $200,000 have little or no tax liability, 
while other high-income individuals re- 
turn to the Federal government nearly 60 
cents of every dollar received. There is no 


good reason for next-door neighbors, in 
the same economic circumstances, to have 
vastly different tax bills because one has 
found tax shelters and loopholes. 


In addition to the preferences for ex- 
pense account items and tax shelter activi- 
ties, there are a number of equally inap- 
propriate and inefficient corporate tax 
subsidies. For example, there is no justi- 
fication for the DISC export subsidy un- 
der which we pay over $1 billion a year in 
foregone tax revenue (mostly to our larg- 
est corporations) to encourage our firms 
to do what they would do anyway—ex- 
port to profitable foreign markets. Nor 
can we rationalize proposals to reduce 
business taxes to increase investment at 
home while the deferral subsidy encour- 
ages multinational corporations to invest 
overseas by letting them pay lower taxes 
on their foreign profits than they pay on 
money earned in the United States. 
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I ask Congress to join with me to end 
these unwarranted subsidies and return 
the revenue to the vast majority of our 
taxpayers who want no more or less than 
to pay their fair share. 


The tax reforms and tax reductions 
which I am proposing have been carefully 
balanced to coordinate with our overall 
economic and budgetary strategy. Large 
tax reductions are premised on substantial 
reforms. 


I must, therefore, caution that fiscal 
prudence will require significantly re- 
duced tax cuts for low and middle-in- 
come taxpayers if we cannot help finance 
the reductions I have proposed through 
enactment of these revenue-raising re- 
forms. I am proposing a balanced tax 
program, and I urge Congress to consider 
these recommendations as an integrated 
package. 


TAX REDUCTION AND SIMPLIFICATION FOR 
INDIVIDUALS 


Under this tax program, virtually all 
Americans will receive substantial tax re- 
lief, principally through a simple, across- 
the-board reduction in personal tax rates. 
Lower withholding rates will be put into 
effect October 1, 1978, and taxpayers will 
experience an increase in take-home pay 
and purchasing power as of that date. 


The typical taxpayer in all income 
classes up to $100,000 will pay lower taxes. 
But the bulk of relief has been targeted to 
low and middle-income taxpayers. 


The $240 credit will be especially bene- 
ficial for low and middle-income families. 
It will remove millions of Americans at or 
near the poverty level from the income 
tax rolls. No longer will the tax savings for 
dependents be worth more to high income 
than low income families. Instead, the 
credit will be worth just as much to the 
moderate income blue-collar worker as to 
the wealthy executive. 
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Over 94 percent of the net individual 
tax relief will be provided to individuals 
and families earning less than $30,000 per 
year, and every income class up to $30,000 
will bear a smaller share of the overall tax 
burden than it does now. (See Table 4.) 
Under my proposals, the typical family of 
four that earns $15,00C a year will save 
almost $260, a 19 percent tax reduction. 

For most persons in the low and middle- 
income brackets, there will be a sizeable 
net reduction in combined income and 
payroll taxes even after the scheduled 
social security tax increases are taken into 
account. (See Table 10.) Without this 
cut in income taxes, the social security tax 
increases would cause a reduction in the 
take-home pay of American workers. With 
this tax program, we will have restored the 
integrity of the Social Security system— 
returning that system to a sound financial 
basis and assuring the stability of future 
benefits for retired workers—without in- 
creasing total taxes for most working peo- 
ple or causing a slowdown in our eco- 
nomic recovery. 

We must also act to ease the burdens 
of tax return preparation and recordkeep- 
ing. We have a tax system that requires 
millions of individuals to compute their 
own tax liability. The government relies 
upon the good faith and conscientiousness 
of our taxpayers to an extent unparalleled 
in the rest of the world. But in order for 
our system to remain successful, it must be 
comprehensible to the average taxpayer. 

Judged by this standard, the current 
tax structure is seriously defective. Mil- 
lions of honest and intelligent Americans 
find themselves confused and frustrated 
by its complexity. The cost of this com- 
plexity is enormous in terms of hours and 
dollars spent. 

Accordingly, tax simplification has been 
a goal of this Administration from the 
outset. The tax return individuals will 
file between now and April 15 has been 
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simplified as a result of the-Tax Reduc- 
tion and Simplification Act which I pro- 
posed and Congress enacted last year. The 
short form 1040A has been reduced from 
25 lines to 15 lines. Form 1040 has been 
restructured so that it can be completed 
more systematically. Tax tables have been 
revised to reduce arithmetic computations. 
The language of the tax forms and the 
instructions has been made more under- 
standable. 

The simplification efforts that were be- 
gun in 1977 will be continued and ex- 
panded in the tax program I am present- 
ing today. The replacement of the exist- 
ing personal exemption and general tax 
credits by the $240 personal credit will 
simplify return preparation for taxpayers 
and enable millions of individuals at or 
below the poverty level to file no tax re- 
turn. Changes in itemized deductions 
(which will be more than offset by the 
rate cuts) will increase the number of 
nonitemizers to 84 percent of all taxpay- 
ers. Six million Americans will be able to 
switch to the standard deduction and 
avoid keeping detailed records for tax 
purposes. The preparation of returns by 
itemizers will be simplified, and the tax 
program will reduce recordkeeping bur- 
dens on small businesses. 


BUSINESS AND ANTI-INFLATION TAX 
REDUCTIONS 


Our Nation’s employment and anti- 
inflation goals cannot be met without a 
strengthening of private business invest- 
ment. In recent years, capital spending in 
the United States has been inadequate. 
Capacity growth in manufacturing has 
declined from a growth rate of about 4.5 
percent during the period 1948-1969, to 
3.5 percent from 1969-1973, and to 3 
percent from 1973-1976. Real business 
fixed investment in the third quarter of 
1977 was 5 percent below its 1974 peak. 
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In order to encourage needed capital 
outlays in the period ahead, my tax pro- 
gram contains annual net business tax re- 
ductions of approximately $6 billion. The 
corporate tax rate will be reduced on 
October 1, 1978 from 20 percent to 18 
percent on the first $25,000 of income and 
from 22 percent to 20 percent on the sec- 
ond $25,000—this will result in a 10 per- 
cent reduction in tax liability for most 
small corporations. The tax rate for large 
corporations will be cut from 48 percent to 
45 percent on October 1, 1978 and to 44 
percent on January 1, 1980. 

I also recommend several important 
changes in the existing 10 percent invest- 
ment tax credit: the 10 percent credit 
should be made permanent; liberalized to 
cover up to 90 percent of tax liability; 
made fully applicable to qualified pollu- 
tion control facilities; and extended to in- 
vestments in industrial and utility struc- 
tures (including rehabilitation of existing 
structures). These changes should be par- 
ticularly beneficial to developing busi- 
nesses that are seeking to expand their 
productive facilities and should help to in- 
crease expenditures for the construction of 
new factories. 

The corporate rate reductions and ex- 
tensions of the investment tax credit 
which I am proposing will encourage cap- 
ital formation by providing an immediate 
increase in cash flow to business and by 
enhancing the after-tax rewards of invest- 
ment. 

All small businesses will receive signifi- 
cant cuts in their tax rates under my pro- 
gram: reducing the bottom as well as the 
top corporate rates will be of special ben- 
efit to small corporations; small business 
proprietorships and partnerships will 
benefit from the individual rate cuts. In 
addition to these tax reductions, my pro- 
gram will simplify the depreciation rules 
applicable to small business and liberalize 
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the provisions governing the deductions 
of losses on stock held in small companies. 

Vigorous business investment will help 
ease inflationary pressure by averting ca- 
pacity shortages that might otherwise oc- 
cur as our economy continues to grow. 
The $2 billion reduction in telephone ex- 
cise taxes and employer payroll taxes 
should provide additional relief from in- 
flation by reducing costs and prices. These 
tax measures, applied in conjunction with 
other anti-inflation policies announced in 
my Economic Report, will support the ob- 
jective of reducing and containing the 
rate of inflation. 

The combination of these tax cuts and 
needed business tax reforms will result in 
a tax system that meets the needs of the 
broad spectrum of U.S. businesses more 
efficiently and equitably. 

A detailed description of my program 
follows. 


RECOMMENDATIONS TO REDUCE TAXES 
AND SIMPLIFY RETURNS FOR THE Av- 
ERAGE TAXPAYER 


Tax Reductions for Individuals 


Individual taxes will be reduced 
through across-the-board rate cuts and 
substitution of a single $240 personal 
credit for the existing personal exemption 
and alternative general credits. This tax 
relief will be reflected in decreased with- 
holding rates for employees as of October 
1, 1978. 

The tax reductions I am now recom- 
mending do not include adjustments for 
Congressional action on the National En- 
ergy Plan. In April, I proposed that Con- 
gress pass the crude oil equalization tax 
and rebate the proceeds to the American 
people on a per capita basis. This course 
is essential if we are to protect the real 
incomes of consumers. If the final energy 
bill includes a full rebate of the net pro- 
ceeds of the crude oil tax, no further 
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action on my part will be required. How- 
ever, if the final bill contains a rebate pro- 
vision only for 1978—as provided in the 
House version—I intend to send a supple- 
mental message to Congress recommend- 
ing that the individual tax reductions 
proposed in this Message be increased by 
the net proceeds of the crude oil tax. 

(1) Rate Cuts. The proposed rate 
schedule will range from a lowest bracket 
of 12 percent to a top bracket of 68 per- 
cent, compared with the current 14 to 70 
percent range. As under current law, the 
top rate bracket will apply with respect to 
income in excess of $200,000 for joint re- 
turns and $100,000 for single returns. The 
entire schedules are set forth in Tables 11 
and 12. This new rate structure will, in 
and of itself, increase the overall progres- 
sivity of the individual income tax be- 
cause the cuts are proportionately larger 
in the low and middle-income brackets. 

(2) Per Capita Tax Credit. The tax 
benefits for dependents currently favor 
the wealthy over persons with modest in- 
comes. A taxpayer is now entitled to a 
$750 exemption for each family member 
in addition to a general tax credit, which 
is equal to the greater of $35 per family 
member or 2 percent of the first $9,000 
of taxable income. The net effect of the 
complicated series of exemptions and 
credits is this: a family of four in the 50 
percent tax bracket enjoys a tax savings 
of $1,680 for dependents while families 
earning $10,000 save about one-third of 
that amount. 

I propose that the existing exemption 
and general credits be replaced with a sin- 
gle credit of $240 per family member. 
Unlike the current structure, the new 
credit will provide the same benefit at all 
income levels; for a family with four 
members, the per capita credit will be 
worth $960 whether that family is middle 
class or wealthy. The $240 credit will en- 
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sure that most families at or near the 
poverty level will pay no taxes. Also, a 
single tax credit will simplify tax return 
preparation by eliminating the confusion 
caused by the existing combination of ex- 
emptions and alternative credits. 


Changes in Itemized Deductions 


The primary source of complexity in 
the tax laws for many middle-income in- 
dividuals is itemized deductions. Average 
taxpayers have to maintain burdensome 
records in order to substantiate the de- 
ductions and are required to decipher 
complex tax rules to complete their tax 
returns. Restructuring of itemized deduc- 
tions is essential if the tax laws are to be 
simplified for typical, middle-class indi- 
viduals and families. 

I am recommending changes in item- 
ized deductions that will enable approxi- 
mately 6 million taxpayers to switch to 
the simple standard deduction. The num- 
ber of taxpayers who use the standard de- 
duction will be increased from 77 percent 
to 84 percent. And the calculation of the 
deductions for itemizers will be simplified 
greatly. 

The deductions that will be curtailed 
are ones that add complexity and inequity 
to the tax system without advancing sig- 
nificant objectives of public policy. We 
will have a simpler, more efficient tax 
system if we eliminate these deductions 
and return the revenue directly to taxpay- 
ers through the rate cuts I propose. 


(1) State and Local Taxes. The special 
deduction will be eliminated for general 
sales taxes, taxes on personal property 
(but not on residences or buildings) , gas- 
oline taxes, and miscellaneous taxes. 
These itemized deductions are claimed at 
nearly uniform rates by all itemizers and 
result in a relatively small tax benefit. For 
those taxpayers who do not use the pub- 
lished deduction tables, the recordkeep- 
ing burden can be substantial. 
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Moreover, a deduction for these types 
of taxes cannot be defended on public pol- 
icy grounds. A deduction for gasoline 
taxes runs counter to our national effort 
to conserve energy. And the present level 
of State sales taxes cannot be said to de- 
pend upon the fact that those State taxes 
are deductible for Federal income tax pur- 
poses. 

(2) Political Contributions Deduction. 
Political contributions are now deductible 
as an itemized deduction in an amount 
not exceeding $200 for a joint return. Al- 
ternatively, a taxpayer may claim a credit 
against his tax for one-half of his political 
contributions, with a maximum credit of 
$50 on a joint return. 

The reform program will repeal the 
political contribution deduction but re- 
tain the credit. The deduction is undesir- 
able because it provides a larger subsidy 
to high-bracket contributors. Due to the 
present deduction, the wealthiest individ- 
uals can contribute $200 at an after-tax 
cost to them of only $60; middle-income 
Americans incur a cost of $150 for the 
same contribution. Elimination of the de- 
duction will enhance tax equity and di- 
minish the confusing complexity of the 
current scheme of deductions and credits. 

(3) Medical and Casualty Deductions. 
The medical expense deduction is one of 
the most complicated items on the tax 
forms. Currently, one-half of the first $300 
of health insurance premiums is deducti- 
ble outright for those who itemize. Other 
medical expenses (including additional 
health insurance premiums) are deducti- 
ble to the extent they are in excess of 3 
percent of adjusted gross income. The lat- 
ter category of deductibility also includes 
medicines and drugs to the extent they 
exceed | percent of adjusted gross income. 
And there is a separate deduction for 
damage to property from a casualty (such 
as theft or fire) if the loss exceeds $100 
and is not reimbursed by insurance. 
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I recommend substantial simplification 
of these provisions. The deductions for 
medical and casualty expenses will be 
combined, and a new “extraordinary ex- 
pense” deduction will be available for 
medical and casualty expenses in excess of 
10 percent of adjusted gross income. In 
the case of casualty losses, the excess over 
$100 will be included in this computation. 
Medical insurance premiums and medi- 
cines will be treated the same as other 
medical expenses. 


Medical and casualty expenditures 
should properly be deductible only when 
they are unusually large and have a sig- 
nificant impact on the taxpayer’s ability 
to pay. The medical expense deduction 
originally met that standard. But, as a 
result of the changing relationship be- 
tween medical costs and income, that 
standard is no longer satisfied. Substan- 
tial recordkeeping burdens and admin- 
istrative problems can be eliminated 
through the proposed simplification of the 
deduction and the redefinition of “ex- 
traordinary” in the light of current expe- 
rience among taxpayers. 


PROPOSALS TO CURTAIL INAPPROPRIATE 
SUBSIDIES, SPECIAL PRIVILEGES, INEQUI- 
TIES AND ABUSES OF THE TAX SYSTEM 


Entertainment and Other Expenditures 
for Personal Consumption 


One feature of the current tax system 
that is most disheartening to average tax- 
payers is the favorable tax treatment ac- 
corded extravagant entertainment ex- 
penses that are claimed to be business- 
related. Some individuals are able to 
deduct expenditures that provide personal 
enjoyment with little or no business bene- 
fit. And, even where entertainment ex- 
penditures may have some relationship to 
the production of income, they provide 
untaxed personal benefits to the partici- 
pants. More than $2 billion of tax revenue 
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is lost every year through these tax 
preferences. 

For example, one person claimed a de- 
duction of $17,000 for the cost of enter- 
taining other members of his profession 
at his home, at a country club, at sporting 
events, at restaurants, and at a rental cot- 
tage. Another individual wrote off the 
cost of business lunches 338 days of the 
year at an average cost far exceeding $20 
for each lunch. But there is no deduction 
in the tax laws for the factory worker’s 
ticket to a football game or the secretary’s 
lunch with fellow workers. 

These special tax advantages for the 
privileged few undermine confidence in 
our Nation’s tax system. The disparity 
must be eliminated by denying a deduc- 
tion for expenditures to the extent they 
provide the participants with such un- 
taxed personal enjoyment and benefits. 

(1) Theater and Sporting Events. No 
deduction will be permitted for purchases 
of tickets to theater and sporting events. 
Present law, by allowing a deduction for 
the purchase of such tickets, provides a 
“two for the price of one” bargain to 
some taxpayers. As long as an individual 
is in the 50 percent tax bracket or above, 
he may be able to invite a business friend 
at no cost to himself by having the Federal 
government pay for at least one-half of 
the total ticket costs. The overwhelming 
majority of our citizens pay for their the- 
ater and sports tickets out of their own 
after-tax dollars. No taxpayer should be 
asked to help subsidize someone else’s per- 
sonal entertainment. 

(2) Other Entertainment Expenses. 
The tax reform program will also deny 
deductibility of any expenses of main- 
taining facilities such as yachts, hunting 
lodges and swimming pools and for fees 
paid to social, athletic, or sporting clubs. 
During a recent tax year, one small cor- 
poration deducted $67,000 for yacht ex- 


penses incurred in entertaining customers 
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and potential customers on cruises and 
fishing trips. Another small company de- 
ducts over $100,000 a year to maintain 
hunting and fishing lodges to entertain 
employees of customers. Asking taxpayers 
to subsidize these kinds of activities for a 
tiny minority of our citizens strikes at the 
fairness and integrity of the tax system. 

(3) Business Meals. Fifty percent of 
currently deductible business entertain- 
ment expenses for food and beverages will 
remain deductible, and 50 percent will be 
disallowed. A substantial portion of busi- 
ness meal expenses represents the cost of 
personal consumption that must be in- 
curred regardless of the business connec- 
tion. The millions of Americans who work 
on farms, in factories and in offices should 
not be required to provide their tax dol- 
lars to support the high-priced lunches 
and dinners of a relatively small number 
of taxpayers. The 50 percent disallowance 
represents a reasonable and fair approach 
to compensate for the untaxed personal 
benefit involved. 

(4) Foreign Conventions. Many pro- 
fessional, business, and trade organiza- 
tions can furnish their members with tax- 
deductible foreign vacations. The method 
of conferring such tax-subsidized luxury is 
to sponsor a foreign convention or semi- 
nar. A brochure for one professional orga- 
nization provides the appropriate atmos- 
phere in promoting its foreign seminars: 

“Decide where you would like to go this 

year: Rome. The Alps. The Holy Land. 

Paris and London. The Orient. Cruise 

the Rhine River or the Mediterranean. 

Visit the islands in the Caribbean. De- 

light in the art treasures of Florence.” 

The Tax Reform Act of 1976 placed 
some limits on the deductibility of foreign 
convention expenses. But the rules still 
permit taxpayers to take two foreign vaca- 
tions a year partially at public expense— 
an exception that did not escape the at- 
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tention of the organization whose 1977 
brochure I have quoted. 


I am proposing that the deductibility 
rules for foreign conventions be modified 
in a manner that will curb abuses while 
relaxing the current restrictions on con- 
ventions held in foreign countries for legit- 
imate business purposes. The two con- 
vention rule will be stricken. In its place 
will be a rule that denies deductibility for 
foreign convention expenses unless factors 
such as the purpose and membership of 
the sponsor make it as reasonable to hold 
the convention outside the United States 
and possessions as within. 


(5) First Class Air Fare. Another ex- 
ample of public support for private ex- 
travagance is the deductibility of first class 
air fare. Business travel constitutes a legit- 
imate cost of producing income. How- 
ever, the business purpose is served by 
purchasing a ticket at coach fare. The un- 
due generosity of a deduction for first 
class air fare was recognized by Congress 
in 1976 when a deduction was denied for 
first class flights to foreign conventions. 
I propose that the rule be extended to 
tickets for domestic business travel. 


Tax Shelters 


Through tax shelters, persons can use 
“paper” losses to reduce taxes on high in- 
comes from other sources. These shelter 
devices can slash the effective tax rate for 
many affluent individuals far below that 
of average income Americans. Moreover, 
such shelters attract investment dollars 
away from profit-seeking businesses and 
into ventures designed only for tax write- 
offs; legitimate businesses suffer competi- 
tive disadvantages as a result. 

In the Tax Reform Act of 1976, Con- 
gress enacted reforms intended to restrict 
tax shelter abuses. The principal methods 
used in that legislation were revisions of 
the minimum tax and the adoption of an 
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“at risk” rule to limit the deductibility of 
certain tax shelter losses. 

However, some promoters have now 
adapted their operations to provide shel- 
ters in forms that were not specifically 
covered by the 1976 Act. In fact, shelter 
activity in 1977 may have surpassed the 
level reached in 1976. Form letters, ad- 
dressed to “All of Us Who Wish to Re- 
duce Our Taxes,” boldly promise tax 
write-offs several times larger than the 
amount invested, and persons are urged 
to pass the message along “to anyone you 
think may have interest in tax reduction.” 
Tax shelter experts promote their services 
in large and expensive advertisements in 
the financial sections of our Sunday 
papers. 

Such flagrant manipulation of the tax 
laws should not be tolerated. I recom- 
mend action that will build upon the 
1976 reforms and further reduce tax 
shelter abuses. 

(1) Strengthening of the Minimum 
Tax. The minimum tax has proved to be 
one of the most useful devices to limit 
the attractiveness of tax shelter schemes, 
and it should be made still more effective. 
In its current form, the minimum tax is 
imposed at a rate of 15 percent on the 
amount of certain tax preference items 
enjoyed by a taxpayer. But the total 
amount of tax preferences can be reduced 
by the greater of $10,000 or one-half of 
regular tax liability (in the case of indi- 
viduals) before the minimum tax is ap- 
plied. 

I recommend that the minimum tax 
for individuals be strengthened by elimi- 
nating the offset of one-half of regular 
tax liability against preference income. 
This change will make the minimum tax 
more progressive and a more sharply fo- 
cused deterrent to the use of tax shel- 
ters. Persons making excessive use of pref- 
erences will be taxed on their preference 
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income without regard to regular tax 
liability. On the other hand, those indi- 
viduals with modest preference income 
will still be totally exempted from the 
minimum tax by the $10,000 preference 
offset, and the minimum tax will not be 
applied to capital gain realized on the 
sale of a personal residence. Ninety-eight 
percent of the $284 million in revenue 
raised by this proposal will come from 
taxpayers with incomes exceeding $100,- 
000 and more than 77 percent will come 
from the income class over $200,000. 

(2) Extension of “at risk” Rule. One of 
the 1976 reforms that should be tough- 
ened is the “at risk” rule. That rule denies 
deductibility for a shelter investor’s paper 
losses that exceed his cash investment and 
indebtedness for which he has personal 
liability. My tax reform plan will gen- 
erally extend the “at risk” provisions to 
cover all activities (except real estate) 
carried on individually, through partner- 
ships, or by corporations controlled by five 
or fewer persons. 

(3) Changes in Real Estate Deprecia- 
tion. Reform of real estate depreciation 
practices is needed to reduce much of 
the wasteful tax shelter investment that 
has led to overbuilding of commercial 
real estate in such forms as shopping cen- 
ters and office buildings. Real estate shel- 
ters were left virtually untouched by the 
1976 Act. Consequently, these shelters 
have continued to thrive. 

It is time to move depreciation for tax 
purposes more closely into line with a 
measurement of actual economic decline. 
The reform program will generally re- 
auire taxpayers to base their depreciation 
for buildings on the straight-line method, 
using the present average tax lives claimed 
by taxpayers for different classes of prop- 
erty. Exceptions from the general rule 
will be granted until 1983 for new multi- 
family housing, which will be permitted 
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to use a 150 percent declining balance 
method ; new low-income housing will re- 
main eligible for a 200 percent declining 
balance method until 1983, and for 150 
percent thereafter. Needed investment in 
industrial plants will be encouraged by an 
extension of the investment credit, as ex- 
plained below. The investment credit is 
a more efficient and _ straight-forward 
means to provide a tax subsidy for such 
construction. 

(4) Taxation of Deferred Annuities. 
Another flourishing tax shelter gimmick 
is the deferred annuity contract. Current- 
ly, a person can generally invest in an 
annuity contract and postpone taxation 
on the interest build-up until the annuity 
is actually received. Although originally 
designed primarily to provide a safe flow 
of retirement income, the deferred an- 
nuity contract is now used commonly as 
a convenient tax dodge for a wide range 
of investment opportunities. The shelter 
benefits are aptly described by the promo- 
tional literature: 


“How To Postpone Taxes Legally And 
Earn Interest On Uncle Sam’s Money 
With An Investment That 
Never Goes Down, Always Goes Up, 
And Is Guaranteed Against Loss.” 


I recommend that this tax abuse be 
eliminated. Under my proposal, the earn- 
ings of most deferred annuities will be 
taxed currently to the purchaser. How- 
ever, in order that an individual may still 
use a deferred annuity with guaranteed 
interest as a means to provide retirement 
income, the proposal will allow each per- 
son to designate a single contract, con- 
tributions to which may not exceed $1,000 
annually, as a contract that will remain 
eligible for tax deferral. Also unaffected 
will be the tax treatment of qualified em- 
ployee annuities. 

(5) Classification of Nominal Partner- 
ships as Corporations for Tax Purposes. 
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In many cases, tax shelter schemes can 
offer the desired tax benefits to investors 
only if the shelter vehicle is organized as 
a partnership rather than a corporation. 
At the same time, limited partnerships can 
now provide traditional non-tax attributes 
of a corporation, such as limited personal 
liability, centralized management, and 
transferability of interests without sacrific- 
ing partnership tax benefits. 

Promoters should not obtain the non- 
tax attributes of a corporation for their 
shelters while using technicalities to avoid 
corporate tax treatment. I recommend 
that new limited partnerships with more 
than 15 limited partners be treated as 
corporations for tax purposes; however, 
partnerships engaged primarily in housing 
activities will be excepted from this classi- 
fication rule. 

(6) Tax Audit of Partnerships. Tax 
shelter partnerships are not themselves 
subject to the tax assessment mechanism 
of the Internal Revenue Service; there- 
fore, each individual partner must be 
audited separately even though the same 
substantive determinations may be in- 
volved. I recommend that legislation be 
enacted to permit a partnership to be 
treated as an entity for the purpose of de- 
termining tax issues. Tax shelters based on 
illegitimate deductions should not be per- 
mitted to succeed merely because of the 
difficulties involved in conducting an IRS 
examination of their activities. 


Termination of Alternative 
Capital Gains 


Tax for 


The wages of most workers are fully 
subject to tax at the rates contained in the 
published tax tables. But persons whose 
income arises from the sale of assets such 
as stock or land generally receive preferred 
treatment; a deduction for long-term 
capital gains has the effect of taxing these 
gains at a rate that is one-half of the rate 
for ordinary income. This preference re- 
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sults in an annual revenue loss to the 
Treasury of $8 billion. 

Taxpayers in the highest income brack- 
ets are granted an additional tax prefer- 
ence over and above the special capital 
gains deduction. Individuals above the 50 
percent tax bracket can take advantage of 
a 25 percent tax ceiling on the first $50,- 
000 of capital gains, a provision known as 
the “alternative tax.” The benefits of this 
provision go exclusively to persons with 
taxable incomes exceeding $52,000 (if 
filing a joint return) or $38,000 (if filing 
a single return) —less than one percent of 
all taxpayers. 

Through the alternative tax, a wealthy 
investor can shield nearly 65 percent of his 
capital gains from taxation—a benefit that 


is grossly inequitable when middle-class 
investors are taxed on one-half of such 
gains, and most workers are taxed on 
every cent of their wages and salaries. 
The alternative tax costs the Treasury 
over $100 million every year, almost 90 


percent of which goes to taxpayers in in- 
come classes above $100,000. I propose 
the repeal of this unfair and complicated 
tax benefit. 


Fringe Benefits Unavailable to Rank-and- 
File Workers 


Our tax system generally operates under 
the principle that employees should be 
taxed on their compensation no matter 
what form that compensation assumes. A 
worker who receives cash wages that he 
uses to provide benefits for his family 
should not ordinarily be taxed more 
heavily than the employee who receives 
those benefits directly from his employer. 
There are now exceptions to this general 
rule for certain types of employee bene- 
fits. I urge Congress to act so that these 
tax preferences benefit rank-and-file work- 
ers as well as the executive officers. 

(1) Non-discrimination Requirement 


for Health and Group Life Plans. An ex- 
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ample of a tax-preferred employee bene- 
fit is a health or group life insurance plan. 
If an individual purchases medical in- 
surance, the premiums are deductible only 
within the limits applicable to the medical 
expense deduction. However, if an em- 
ployer establishes a medical insurance 
program for its employees, the premium 
payments by the employer are deductible 
while neither the premiums nor the bene- 
fits are taxable to the employee. 

Although this tax preference was de- 
signed in theory to secure basic protec- 
tions for a wide range of employees, it 
often serves instead to subsidize expenses 
of only the high-level corporate managers. 
It is now possible for a businessman, 
through his controlled corporation, to 
establish a health plan that covers only 
one employee—himself—and permits all 
of his medical and dental expenses to be 
deducted. Meanwhile, that corporation’s 
other employees have to provide health 
care for their families with nondeductible 
expenditures. 

To curb this abuse, I recommend denial 
of the tax exemption for employer-estab- 
lished medical, disability, and group life 
insurance plans if those plans discriminate 
in favor of officers, shareholders, and 
higher-paid employees. Preferential tax 
treatment is now available to pension 
plans only if non-discrimination standards 
are met. The tax law should require sim- 
ilar non-discriminatory treatment for 
workers in the case of medical, disability, 
and group life insurance plans. 

(2) Employee Death Benefits. Current 
law provides an exclusion for the first 
$5,000 of payments made by an employer 
on account of the death of an employee. I 
recommend the repeal of this exclusion. 
Typically, these death benefits are in the 
nature of deferred wages that would have 
been paid to employees in high tax brack- 
ets. Adequate tax relief for an employee’s 
heirs is provided through a complete tax 
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exemption for insurance proceeds. 

(3) Integration of Qualified Retire- 
ment Plans and Social Security. Certain 
employer-sponsored retirement plans have 
a preferred tax status. Employer contribu- 
tions to a qualified plan are currently de- 
ductible while the employee can defer 
taxation until retirement benefits are re- 
ceived. Although qualification for this spe- 
cial treatment is generally dependent upon 
non-discriminatory coverage of employees, 
the tax laws now permit a qualified plan 
to cover only employees who earn amounts 
exceeding the social security wage base— 
a base that will rise to $25,900 by 1980 
under the recently enacted social security 
financing legislation. 

It is unfair to grant tax preferences for 
private pension plans that bar all low and 
middle-income employees from participa- 
tion. I propose that a new integration 
formula be enacted so that a qualified 
pension plan cannot provide benefits to 
supplement social security for highly com- 
pensated employees unless all employees 
receive some coverage under the plan. 


Unemployment Compensation 


Unemployment compensation is a sub- 
stitute for wages that generally provides 
needed relief to persons in financial dis- 
tress. But, in some cases, the unemploy- 
ment compensation system discourages 
work for taxable income. Since unemploy- 
ment benefits are tax-free, they are more 
valuable than an equivalent amount of 
wages. This means that if two individuals 
have the same total income, the one who 
remains idle several months and receives 
unemployment compensation will be bet- 
ter off financially than his colleague who 
works the whole year. There can be no 
justification for conferring this tax-free 
benefit upon middle and upper-income 
workers. 


I propose that the current tax exemp- 
tion for unemployment compensation ben- 
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efits be phased out as an individual’s in- 
come rises above $20,000 for single per- 
sons or $25,000 for married couples. 


Taxable Bond Option and Industrial De- 
velopment Bonds 


Present law exempts from Federal tax- 
ation the interest on certain bonds issued 
by state and local governments. There are 
now two general categories of tax-exempt 
bonds: obligations issued for the benefit 
of the state and local government itself, 
and industrial development bonds issued 
by the government to provide facilities 
such as pollution control equipment, 
sports facilities, waste disposal facilities, 
industrial parks, and facilities (including 
hospitals) of private, non-profit organiza- 
tions. Also, there is a “small issue” exemp- 
tion for certain industrial development 
bonds with face amounts that do not ex- 
ceed $1 million, or $5 million where the 
total cost of capital expenditures on the 
financed facility does not exceed the $5 
million amount. 

My tax program preserves the freedom 
of state and local governments to issue 
tax-exempt bonds. I am recommending 
reforms that will restrict the tax avoid- 
ance opportunities available to the 
wealthy in the tax-exempt market while, 
at the same time, increasing the ability of 
state and local governments to obtain low- 
cost financing. In particular, I propose 
the following: 

(1) Option for Bonds Benefitting Gov- 
ernmental Units. State and local govern- 
ments will be given the option of continu- 
ing to issue tax-exempt bonds or issuing 
fully taxable bonds, accompanied by a di- 
rect Federal interest subsidy to the gov- 
ernmental units. For bonds issued in 1979 
and 1980, the subsidy will be equal to 35 
percent of the interest cost; the subsidy 
will rise to 40 percent for bonds issued 
after 1980. The Federal government will 
exercise no control over the purposes for 
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which state and local governments use 
subsidized financing. State and local gov- 
ernments will benefit under the taxable 
bond option regardless of whether they 
decide to issue taxable or tax-exempt 
bonds: those issuing taxable bonds will 
benefit directly from the interest subsidy, 
and those continuing to issue tax-exempt 
bonds will benefit because the reduced 
supply of such bonds will allow govern- 
ments to sell them at lower interest rates. 

(2) Pollution Control Bonds, Bonds for 
the Development of Industrial Parks, and 
Private Hospital Bonds. The tax exemp- 
tion will be removed for interest on pol- 
lution control bonds and bonds for the 
development of industrial parks. Also, the 
exemption will be removed for bonds is- 
sued to finance construction of hospital 
facilities for private, non-profit institu- 
tions unless there is a certification by the 
state that a new hospital is needed. These 
activities are essentially for the benefit of 
private users, and the tax exemption for 
the bonds has the effect of undermining 
the financing of governmental functions. 
Moreover, the general exemption for hos- 
pital bonds encourages excessive expan- 
sion of unneeded hospital facilities and 
runs cvunter to the Administration’s Hos- 
pital Cost Containment proposal. 

(3) Small Issue Exemption. The exist- 
ing “small issue” exemptions will be re- 
tained only for economically distressed 
areas ; and, with respect to those areas, the 
$5 million exemption will be raised to $10 
million. 

(4) Option for Certain Industrial De- 
velopment Bonds. Industrial development 
bonds which continue to enjoy tax-ex- 
empt status (such as those to finance 
sports facilities, housing, airports and con- 
vention facilities and small issues for eco- 
nomically distressed areas) will be eligible 
for the taxable bond option on the same 
terms as obligations issued for the benefit 
of state and local governments. 
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Accrual Accounting for Large Corporate 
Farms 


Most taxpayers that are in the business 
of selling products must use an accrual 
method of accounting so that income is 
reflected accurately for tax purposes. 
However, farmers have historically been 
permitted to use the simpler cash method 
on the grounds that they lack the account- 
ing and bookkeeping expertise required by 
the accrual system. 

Congress acted in 1976 to deny the cash 
accounting privilege to most large cor- 
porate farms (with annual gross receipts 
exceeding $1 million), but retained an 
exception for large corporations that are 
‘family owned.” This distinction between 
family and nonfamily corporations bears 
no relationship to the rationale of preserv- 
ing simple bookkeeping methods for small 
farmers. It has resulted in severe competi- 
tive imbalances between large corpora- 
tions now required to use accrual account- 
ing and those that are equally large but 
happen to fall within the definition of a 
“family farm.” 

This inequitable exception should now 
be eliminated. Corporate farms with gross 
receipts exceeding $1 million cannot fairly 
claim that they lack the sophistication 
necessary to comply with accrual account- 
ing standards. Nor can lack of financial 
sophistication be claimed by farm syndi- 
cates used as investment vehicles by non- 
farmers. Therefore, I recommend that the 
accrual accounting requirement cover 
corporations with gross receipts greater 
than $1 million, regardless of their owner- 
ship, and all farm syndicates. 


Tax Treatment of Financial Institutions 


Financial institutions now have a fa- 
vored tax status that is based largely on 
outmoded concepts regarding the nature 
of these businesses. Commercial banks, 
mutual savings banks and savings and 
loan associations were permitted to de- 
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duct artificially inflated reserves for bad 
debts in order to protect the banking sys- 
tem from catastrophic losses that were 
prevalent prior to the extensive banking 
legislation of the 1930's. Credit unions 
were exempted from taxation in the days 
when these institutions were small entities 
with close bonds among the members and 
few powers to provide extensive financial 
services. I am recommending changes that 
will recognize the contemporary practices 
of financial institutions and will bring the 
tax treatment of commercial banks, sav- 
ings and loan associations and credit un- 
ions more in line with the taxation of 
other businesses. These reforms will raise 
$300 million per year in revenue. 

(1) Commercial Banks. Commercial 
banks may now claim bad debt deductions 
that greatly exceed their actual losses. Un- 
der legislation enacted in 1969, this special 
bad debt deduction is scheduled for elimi- 
nation after 1987. I propose that the effec- 
tive date for repeal be accelerated so that 
beginning in 1979 banks, like other busi- 
nesses, will base their bad debt reserves on 
their own experience in the current and 5 
preceding years. 

(2) Mutual Savings Banks and Sav- 
ings and Loan Associations. Mutual sav- 
ings banks and savings and loan associa- 
tions are also permitted a special bad debt 
deduction that bears no relationship to 
actual experience. These thrift institu- 
tions are generally entitled to deduct 40 
percent of their net income (this percent- 
age is scheduled to apply in 1979) asa 
bad debt reserve as long as a significant 
portion of their deposits is invested in real 
estate loans. My tax program will reduce 
the percentage to 30 percent over a 5-year 
period. 

(3) Credit Unions. Credit unions are 
tax-exempt. Yet, their powers and func- 
tions are defined so broadly that the term 
“credit union” can include financial in- 
stitutions that are functionally identical 
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to a savings and loan association. The tax 
exemption provides them with an unfair 
financial advantage over their competi- 
tors. I propose that the percentage of ex- 
empt income be phased out over a 4-year 
period, and that credit unions be taxed 
in the same manner as mutual savings 
banks and savings and loan associations 
after 1982. 


Domestic International Sales Corporation 
(DISC) 

Business incentives form an integral 
part of my tax program. I am recom- 
mending measures that will encourage 
American businesses to invest in produc- 
tive facilities and to create jobs. However, 
adoption of those incentives must be ac- 
companied by the elimination of tax pref- 
erences that have proved to be wasteful. 
The so-called “DISC” provision is a 
prime example. 

In 1971, Congress enacted a special tax 
program for exports. This program per- 
mitted tax benefits for exports channeled 
through a company’s specially created 
subsidiary, usually a paper organization, 
known as a domestic international sales 
corporation (DISC). Artificial pricing 
rules on transactions between the parent 
company and its DISC permit a favor- 
able allocation of export profits to the 
DISC, and the taxation of one-half of eli- 
gible DISC income is deferred as long as 
these profits are invested in export related 
assets. 

DISC has proved to be a very ineffi- 
cient and wasteful export subsidy in the 
current international monetary system. A 
recent Treasury study indicates that 
DISC may have contributed only $1 to 
$3 billion to U.S. exports in 1974—an in- 
crease of less than 3 percent in total ex- 
ports—at a tax revenue cost of $1.2 bil- 
lion. In the long run, even these increased 
exports are probably offset by rising im- 
ports that result from the operation of the 
flexible exchange rate system. DISC does 
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nothing for, and may even disadvantage, 
our import sensitive industries and our ex- 
porters not using the DISC provision. In- 
dependent experts believe that DISC may 
have had no positive effect on our balance 
of payments. 

Congress has recognized the wasteful 
nature of DISC and, in 1976, limited its 
applicability. However, DISC continues 
to cost U.S. taxpayers over $1 billion per 
year, with 65 percent of DISC benefits 
going to corporations with more than 
$250 million in assets. 

I propose the elimination of one-third 
of DISC benefits in 1979, two-thirds in 
1980, and all DISC benefits in 1981 and 
thereafter. 


Foreign Tax Deferral 


Domestic corporations can now avoid 
paying a US. tax on the earnings of their 
foreign subsidiaries as long as those earn- 
ings remain overseas. A U.S. tax is gen- 
erally deferred until dividends are paid by 
the subsidiary to its domestic parent, and 
then U.S. tax liability is offset by a tax 
credit for foreign income taxes paid on 
those remitted earnings. Fifty percent of 
all the benefits of tax deferral is obtained 
by 30 large multinational corporations. 


I recommend that this deferral privi- 
lege be phased out over a 3-year period. 
At least one-third of a foreign subsidiary’s 
earnings will be taxed to the U.S. parent 
in 1979, at least two-thirds in 1980, and 
all the subsidiary’s earnings after 1980. 
The tax reform program is designed to 
create incentives for investment in the 
United States and the creation of jobs for 
American workers. Tax deferral runs 
counter to these objectives. By providing 
a preference for foreign source income, 
the current deferral provision provides an 
incentive for investing abroad rather than 
in the United States, thereby having the 
effect of reducing job opportunities for 
Americans. Moreover, deferral can en- 
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courage multinational corporations to 
manipulate internal transfer prices in or- 
der to allocate income to low-tax 
countries. 

There is no reason to defer the imposi- 
tion of a U.S. tax just because business 
operations are conducted abroad rather 
than in the United States, regardless of 
the motivation for creating a foreign sub- 
sidiary. Congress eliminated in 1969 cer- 
tain special tax preferences for busi- 
nesses conducted in the United States 
through multi-layered corporations. I 
propose that Congress act in a similar 
manner to end the present preference for 
business operations conducted interna- 
tionally through such multinational cor- 
porate structures. 

The foreign tax credit will be retained 
in its present form. Therefore, elimina- 
tion of deferral will not result in a double 
taxation of overseas earnings. And, in the 
event it appears to be in the national in- 
terest to permit tax deferral with respect 
to specific countries, such treatment can 
be provided selectively under negotiated 
tax treaties involving mutual concessions. 


SPECIAL TAX REDUCTIONS PROPOSED TO 
REDUCE COSTS FOR CONSUMERS AND 
BUSINESSES 


I propose two tax reduction meas- 
ures—outside the income tax system— 
that will assist our efforts to attain price 
stability. 


Repeal of Excise Tax on Telephone Serv- 


ices 


The present 4 percent excise tax on 
amounts paid for telephone services is 
now being phased out at the rate of 1 
percentage point a year, with full repeal 
scheduled as of January 1, 1982. 

I recommend complete repeal of this 
tax as of October 1, 1978. This action will 
reduce the cost of living directly. It will 
also lower consumer prices indirectly 
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through a reduction of the business cost 
associated with telephone services. 


Federal Unemployment Insurance Tax 


I recommend a reduction in the Fed- 
eral unemployment insurance tax to re- 
duce the payroll costs of employers. On 
January 1, 1978, the unemployment in- 
surance tax rate rose from 0.5 percent to 


0.7 percent of an employer’s taxable wage - 


base. This tax increase was instituted in 
order to replenish general revenue funds 


that have been loaned to the unemploy- — 


ment insurance trust fund during recent 
periods of high unemployment. But the 
issue of unemployment compensation fi- 
nancing requires a thorough reexamina- 


tion to determine the best means of pro-- 


viding future benefits. To this end, I will 
soon appoint the National Commission on 
Unemployment Insurance which the 
Congress established to make this study 
and to offer recommendations. In the 
meantime, I am guided by my concerns 
about inflation. I propose that the tax 


rate be reduced to the 0.5 percent level as 
of January 1, 1979. 


RECOMMENDED BUSINESS INCENTIVES TO 
FOSTER GROWTH OF THE ECONOMY 


Corporate Rate Cut 


I recommend a corporate rate cut that 
will reduce business taxes by $6 billion. 
Tax relief in this form is sizable, easily 
understood by taxpayers, and applicable 
across the board. 

The corporate tax rate is now 20 per- 
cent on the first $25,000 of income, 22 
percent on the next $25,000, and 48 per- 
cent on corporate income exceeding 
$50,000. Effective October 1, 1978, this 
program will reduce the first two rate 
brackets to 18 and 20 percent, respec- 
tively, and the rate to 45 percent on tax- 
able income in excess of $50,000. The top 
rate will be reduced an additional point, 
to 44 percent, on January 1, 1980. Small 
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as well as large corporations will benefit 
from these rate cuts. 


A corporate rate reduction of this mag- 
nitude will increase capital formation and 
help to assure a sustained economic recov- 
ery. In recent years, the level of business 
fixed investment has been unsatisfactory. 
One of the primary causes of this inade- 
quate investment performance has been 
the low rate of return businesses receive on 
their investments—after tax liability is 
taken into consideration. The lower tax 
rates I recommend will enhance the antic- 
ipated after-tax profits on corporate in- 
vestment projects and increase cash flow 
immediately. Businesses will thereby be 
encouraged to increase capital spending 
and to create jobs for American workers. 
Corporate rate cuts this large are made 
possible by, and depend upon, passage of 
the revenue-raising business tax reforms 
I have described earlier. 


Liberalization of Investment Tax Credit 
The investment tax credit has proven to 
be one of the most potent tax incentives 
for capital formation. It provides a direct 
reduction in tax liability generally equal 
to 10 percent of a business’ qualifying 
investments. But there are now several 
limitations that restrict its effectiveness. 


I recommend changes that will make 
the investment credit a stronger, more 
efficient, and more equitable incentive. 
These changes will reduce business taxes 
by approximately $2.5 billion per year. 


(1) Permanent 10 Percent Credit. The 
present 10 percent investment credit is not 
a permanent feature of the Internal Rev- 
enue Code. On January 1, 1981, the credit 
level is scheduled to revert to 7 percent. 
I propose that the credit be extended 
permanently at a 10 percent rate so that 
businesses can plan ahead with greater 
certainty of the tax benefits that will be 
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associated with 
expenditures. 

(2) Increased Tax Liability Ceiling. 
The investment credit claimed during any 
taxable year cannot generally exceed 
$25,000 plus 50 percent of tax liability in 
excess of that amount (with excess credits 
being eligible for a 3-year carryback and 
a 7-year carry-forward). My tax program 
will provide a ceiling of 90 percent of tax 
liability (including the first $25,000) and 
will-thereby increase the incentive for 
those businesses with relatively high in- 
vestment needs and low taxable incomes. 
Developing businesses and firms suffering 
from temporary business reversals will be 
helped to compete more effectively with 
their larger or more stable competitors. 

(3) Eligibility of Structures. The in- 
vestment credit now applies only to 
machinery and equipment. My tax pro- 
gram will extend eligibility for the credit 
to utility and industrial structures, where 
investments have been especially sluggish. 
Investment in these structures reached 
its peak over 4 years ago and is now 16 
percent below that level. It is important 
that we act to remedy the existing tax 
bias against structures and encourage 
balanced industrial expansion. In order to 
ensure that this provision has no anti- 
urban bias, I propose that the investment 
credit be available for both new struc- 
tures and the rehabilitation of existing 
structures. 


projected capital 


I recommend that this provision apply 
to construction costs incurred after De- 
cember 31, 1977. In the case of new 
structures, there will be an additional 
requirement that the facility be placed 
in service after that date. 

(4) Liberalized Credit for Pollution 
Control Facilities. I propose that pollu- 
tion abatement facilities placed in service 
after December 31, 1977, be allowed to 
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qualify for a full 10 percent credit even 
if special 5-year amortization is claimed 


under the provisions of existing law. Cur- 
rently, only a 5 percent credit may be 
combined with rapid amortization. This 
proposal will provide significant tax relief 
for industries that are forced to make 
pollution control expenditures in order 
to comply with environmental regula- 
tions. 


Revision and Simplification of Regula- 
tions Under the Asset Depreciation 
Range System 

The asset depreciation range (ADR) 
system provides substantial tax benefits 
to businesses. Under ADR, generous class 
lives are prescribed for categories of as- 
sets, and a taxpayer can select useful lives 
for depreciation purposes within a range 
that extends from 20 percent below to 
20 percent above the designated class life. 
However, certain complexities in the 
ADR regulations discourage most busi- 
nesses, especially small ones, from electing 
this depreciation system and impose ad- 
ministrative burdens on those businesses 
that do use ADR. 

I recommend legislation expressly per- 
mitting the Treasury Department to issue 
regulations that will simplify the ADR 
system. Included among the changes will 
be a termination of the annual reporting 
requirement. 


Proposals Focused on Small Business 


The tax reductions I recommend will 
provide significant benefits for small busi- 
nesses. For example, a small corporation 
with annual income of $50,000 will save 
$1,000 in taxes due to corporate rate re- 
ductions. For that corporation, tax lia- 
bility will be reduced by nearly 10 percent. 
Moreover, those small businesses con- 
ducted in partnership or sole proprietor- 


175 





Jan. 21 


ship form will benefit substantially from 
the rate cuts I have proposed for indi- 
viduals. 

But in addition to providing these gen- 
eral tax incentives, I recommend three 
proposals designed specifically to assist 
small businesses. First, my tax program 
will simplify and liberalize the rules (Sub- 
chapter S) that treat certain small cor- 
porations as partnerships; the number of 
permissible shareholders will generally be 
increased from 10 to 15, and the rules 
governing subchapter S elections will be 
made less stringent. Second, a simplified 
method of depreciation will be authorized 
for small businesses that will provide tav 
benefits similar to the current ADR sys- 
tem without complex recordkeeping re- 
quirements. And third, risk-taking will be 
encouraged by doubling the amount of a 
small corporation’s stock (from $500,000 
to $1 million) that can qualify for special 
ordinary loss treatment and by eliminat- 
ing several technical requirements that 
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needlessly restrict the ability of small busi- 
nesses to use this provision. 


CONCLUSION 


Enactment of these recommendations 
will effect major reform of our tax laws, 
provide significant tax relief, and sustain 
our economic recovery. 

This program will eliminate a number 
of the inequities that undermine the integ- 
rity of the tax system. It will make prep- 
aration of returns simpler and more 
understandable for millions of taxpayers. 
Prompt passage will strengthen the con- 
fidence of consumers and businesses in our 
growing economy and lead to the creation 
of up to one million new jobs for workers . 
who need them. 

I look forward to working in partner- 
ship with Congress to enact this program 
of tax reform and tax reduction. 


Jummy CarTeER 
The White House, 
January 20, 1978. 


Table 1 


SUMMARY OF REVENUE EFFECTS OF INCOME Tax RepucTions, TAX REFORMS AND TELEPHONE 
ExcisE AND UNEMPLOYMENT INSURANCE Tax REDUCTIONS 


{In billions of dollars] 





Fiscal years 





1980 1981 





Individual income tax: 
Tax reductions 
Tax reforms 


Net change 
Corporatien income tax: 
Tax reductions 


Tax reforms 


Net change 














Telephone excise and unemployment insurance tax 


reductions 
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Table 2 


Tue Errect oF Tax Proposats on CALENDAR YEAR TAx LIABILITY 


[In millions of dollars] 





Calendar years 





1978 1979 1980 1981 





$240 credit and reduced 
tax rates 
Itemized deduction 
changes: 
Repeal gasoline tax 
deductions 
Repeal sales tax de- 
ductions 
Repeal miscellaneous 
tax deductions... . 
Deduction for medical 
and casualty ex- 


Repeal political con- 
tributions deduction. 

Repeal capital gains al- 
ternate tax 

Individual real estate tax 
shelters 

Taxation of unemployment 
benefits. . . 

Tax interest element of 
annuity contracts 

Minimum tax change 

Taxable bond option (in- 
dividual ) 

Extend 10 percent invest- 
ment tax credit to struc- 
ives CimGiv.) 5.6 ic ces 

Limit individual tax credits 
to 90 percent of tax be- 
fore credits 

Tax qualified retirement 
plans and _ employee 
death benefits 

Corporate’ real __ estate 
shelters 

Corporate family farm ac- 
counting 

Bad debt reserves: 

Commercial banks... . 

Mutual savings banks 
and savings and 
loans 

Credit unions........ 





, 305 —6,067 —23, 538 —26,583 —30,272 —34, 732 


983 1, 121 
2, 824 3, 219 


649 


207 


26 
306 329 


592 1, 080 


—73 


214 
80 
380 
2, 218 


— 86 


79 
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Table 2—Continued 








Full Calendar years 
year — 
1976 1978 1979 1980 1981 1982 1983 











Entertainment expenses... 12425 1, 476 1, 633 1, 771 4, 932 2, 107 
Taxable bond option 

(corporations) : —15 —47 —79 —113 --150 
Phase-out DISC over 

) 664 1, 228 i, 513 1,613 
Phase-out deferral of tax on 

foreign source income. . . a2: 768 830 
Corporate tax rate re- 

duction an , 965 , 516 —9, 228 —10,010 
At risk limitation (cor- 

porations) 8 5 
Increase investment tax 

credit limit to 90 percent. 
Extend 10 percent invest- 

ment tax credit to 

structures (corporations). —1,055 —1, 100 
Nondiscrimination rule for 

health and group term 

life plans 2° 32 33 34 35 36 
Full investment tax credit 

for pollution abatement 

RAMS. 3 st he cine aiaie oi —90 —142 —93 — 107 —127 —115 —144 

Total individual. ...—11, 725 —6,114 —16, 783 —18,516 —20, 704 —23,442 —26, 988 
Total corporate — 3,849 —2,398 —5,704 —7,201 -—6,659 -—7,454 —7,905 











—15,574 —8, 
Repeal telephone excise tax. i - 
Reduce unemployment 


payroll tax rate... 22... a Ae : — 900 —950 -—1,000 —1,050 


12 —22,487 —25,717 —27, 363 —30,896 — 34, 893 
95 —1,200 —900 — 500 a oie 


a 
S 





Total.............—15,574 —8, 867 —24,537 —27,517 —28,813 —31,896 —35, 943 








Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 
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Table 3 
EXPANDED INCOME AND Tax LiABILiry UNDER PRESENT LAW AND TAX PRoposaLs (PERSONAL ONLY) 
(1976 LEVELS OF INCOME) 


[Dollars in millions] 











Present law Administration proposal 

Expanded Number of Expanded 
income class returns income Tax Effective Tax Effective 
(thousands) liability tax rate liability tax rate 

(percent) (percent) 








fee than'S.. «6.6204 5 $57, 557 $141 
ioe rd ataedieeats 4 149, 590 8, 227 
os ee 5 201, 036 18, 071 
Lo eee ; 205, 086 23, 009 
237, 041 32, 778 

124, 836 22,017 

. Siete 67, 484 16, 492 

So’, || 27, 371 8, 084 
200 and over....... 21.575 6, 476 


87,998 1,091,573 135, 293 4 123, 633 


—$251 
6, 368 
15, 361 
20, 148 
29, 593 
20, 971 
16, 344 
8, 261 
6, 838 


CUFF OON OUND 








Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 
NOTE: Details may not add to totals due to rounding. 


Table 4 


INcoME Tax LIABILITIES: PRESENT LAW AND ADMINISTRATIVE PROPOSAL 
(PERSONAL INCOME ONLy) 


(1976 LEVELS OF INCOME) 


[Dollars in millions] 





Present law Administration proposal Tax change 





Expanded Tax Percentage Tax Percentage Tax Change as 

income class liability distribution liability distribution liability percent of 

($000) present law 
tax 





$141 0.1 —$251 2 — $392 —278 
8, 227 6.1 6, 368 : —1, 859 —22. 
18, 071 13.4 15, 361 —2, 710 —15. 
23, 009 17. 20, 148 ¥ —2, 861 —12 
32, 778 24. 2 29, 593 —3, 185 —9. 
22, 017 16. 2 20, 971 —1, 046 —~4, 
16, 492 12. 16, 344 3, —148 _" 
8, 084 6. 8, 261 1 177 2. 
6, 476 4. 6, 838 5. 362 5 


ONO Fk OD OS 








a 


135, 293 100. 0 123, 633 100.0 —11, 660 =—¢& 





Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 
NOTE: Details may not add to totals due to rounding. 
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Table 5 


BuRDEN TABLE 
SINGLE RETURNS 
(1976 LEVELS OF INCOME) 





Average tax Average Average Percentage 
Expanded income class ($000) present law tax under tax change 
proposal change 





Less than 10 $181 — $36 —16.4 
IS occa po be hiy pub ete ele eie' 1, 595 1,519 —76 —4.8 
Des kc Ke are Sis staat wlerelsisis 58 2, 768 2, 591 -—177 —6.4 
I ices se eevemrrre ts Ie x is eee 6 4, 236 3,917 —319 —7.5 
ee sien cae at oarmdinarnin eters 8, 254 7, 660 — 594 —7.2 
7 a | RE re ang a Coa ae 18, 465 17, 889 —576 —3.1 
PO oat ee esa ak ws ees 42,015 41, 714 —301 —0.7 
DUO BURG GV OE ss 56a cs ic Scns wee 161, 723 167, 760 6, 037 3.7 





Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 


Table 6 


BurRDEN TABLE 
Joint RetuRNs 
No DEPENDENTS 


(1976 LEVELS OF INCOME) 





Average tax Average Average Percentage 
Expanded income class ($000) present law tax under tax change 
proposal change 





oe | ee re ae $168 $95 — $73 
I oars aos 4sis 40S eee RMA 1, 104 983 —121 
| eee 2, 084 1, 906 —178 
I Six ac a9 GS eRe 3, 615 3, 308 — 307 
BID ise cies owe Bais a ean es 6, 921 6, 535 — 386 
| | a are ey ree 17, 020 16, 647 — 373 
100-200... 2... cee ee ee ee eee 40, 403 40, 956 553 
See = rae 132, 121 137, 140 5, 020 





Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 
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Table 7 


BuRDEN TABLE 
Joint Returns 
OnE DEPENDENT 


(1976 LEVELS OF INCOME) 








; Average tax Average Average Percentage 
Expanded income class ($000) present law tax under tax change 
proposal change 


PH UNIO ne hiucs eee ars 8 $65 — $38 — $103 
eta te ieS.. ck eawanenwacac 1, 024 824 — 200 
PS Ei os xieugsicies oe aces 1, 922 1, 696 — 226 
NR SO Aibch S057 6h Sinia Sosa ace 3, 392 3, 063 —329 
te | VE a | ee a eae 6, 709 6, 327 — 382 
PRIN BF ovo 6s acsraeinicsw colette 16, 938 16, 625 —313 
DEES Gee S Scie dis wsiss nes 41, 993 42, 264 271 
I SS sorta hse ee 121, 583 125, 202 3, 620 











Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 


Table 8 


BuRDEN TABLE 
Joint RETuRNs 
Two DEPENDENTS 


(1976 LEVELS OF INCOME) 








Average tax Average Average Percentage 
Expanded income class ($000) present law tax under tax change 
proposal change 








Less than 10 $9 —$79 — $88 —975. 6 
MME cian ole cioarsiettns: o/s, 0 cisix's's, 05:4 867 589 —278 — 32. 1 
MME AAs Porte csiasix haces 1739 1, 461 —278 —16.0 
Ee oe 3, 117 2, 780 — 337 
Ne salad as CO Ula ceinsine cm ne'a 6, 287 5, 979 — 308 
ST Sa oe iO iG sis tied seein 2 16, 336 16, 088 — 248 
on os CREE EE EEOC 40, 885 41, 087 202 
GRE NMED OMER 66.9 aes ssi a, sia yonn ious 127, 666 130, 473 2, 807 


Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 
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Table 9 


BuRDEN TABLE 
Joint RETURNS 
THREE DEPENDENTS 


(1976 LEVELS OF INCOME) 





Average tax Average Average Percentage 
Expanded income class ($000) present law tax under tax change 
proposal change 








NOPRD ARON AD). 55 c-ciates.s ope soo dees — $41 — $81 — $40 
PPIs Si,0's Sis ee gure a aterecea eens 693 367 —326 
Me sic. 6 eben BieielDoerpitesas'a svenneln were 1, 562 1, 218 — 344 
fe EEE OO LL EOE 2, 867 2, 514 — 353 
ee ee Cee ere 5, 872 5, 609 — 263 
OO ide. Sesthvi wwe ccenersieicusieuneibic 15, 924 15, 785 —139 
as Caton vce dhe cad w hearers 40, 417 40, 827 410 
PP BRN ONE 55. 55s SESS Ss 126, 915 130, 397 3, 483 








Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 


Table 10 


Income Tax AND FICA Tax CHANGES 
Four-PERSON, ONE-EARNER FAMILIES 





Wage income Income tax ! FICA tax ? Total tax 








RN i. i favo, pi Srbe ature vs Brak Goh eee S wo wie, Bare ac eaeees 0 $14 $14 
Bs o.5n ook KH RERIU IO SEE eTENS HES SATS — $312 28 — 284 
PIO ais:5 wis 0s SM Malnn ec eee o Me ss Selew ete —258 42 —216 
ND a5 5: 56.5\a Bd Sores ide 45-ae Melee wcerersae Siere —270 120 —150 
BEI RNI s ioi5:65 eS a tate nch am os amarternws cameras —320 298 —22 
ORM 500 a.5 imei T SI: Sra fos Roe uae once reretSrage ao —J22 298 —24 
NS 5:5. 25:i5) OE oes Sie ww dcd- ale Sn el —218 298 80 
OO a es ee —80 298 218 
NO 5 lace yah OR, Sym: Sishsrd ce so. die eve Re eA 590 298 888 





1 Assumes deductible expenses equal to 23 percent of income under present law and 20 percent 
under the proposal. 

2 Change in FICA tax calculated assuming present law rate and base for 1979 (6.13 percent 
and $22,900), employees’ share only and assuming prior law rate for 1977 (5.85 percent) and prior 
law estimated base for 1979 ($18,900). 
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Table 11 


InpIvipUAL Tax RaTE SCHEDULES FOR JOINT RETURNS 





Present law Tax proposal 





Tax at Tax rate Tax at Tax rate 

Taxable income bracket ! low end on income low end on income 
of bracket in bracket of bracket in bracket 
(in percent) (in percent) 








$70 
140 
290 
450 
$4,000-$8,000 620 
$8,000-$12,000 , 380 
$12,000-$16,000 2, 260 
$16,000-$20,000 3, 260 
$20,000-$24,000 , 380 
$24,000-$28,000 5, 660 
$28,000-$32,000 , 100 
$32,000-$36,000 , 660 
$36,000-$40,000 , 340 
$40,000-$44,000 2, 140 
$44,000-$48,000 , 060 
$48,000-$52,000 5, 060 
$52,000-$54,000 , 060 
$54,000-$62,000 9, 120 
$62,000-$64,000 3, 360 
$64,000-$76,000 24, 420 
$76,000-$88,000 31, 020 
$88,000-$90,000 980 
$90,000-$100,000 180 
$100,000-$1 10,000 45, 180 
$110,000-$120,000 51, 380 
$120,000-$130,000 57, 580 
$130,000-$140,000 63, 980 
$140,000-$1 50,000 70, 380 
$150,000-$160,000 76, 980 
$160,000-$175,000 83, 580 
$175,000-$180,000 98, 780 
$180,000-$200,000 97, 180 ¢ 
$200,000 and over 110, 980 106, 96 





Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 


1 The zero bracket is not shown in this table. To include the zero bracket, increase all taxable 
ncomes shown by $3,200. 
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Table 12 


INDIVIDUAL TAx RATE SCHEDULES FOR SINGLE RETURNS 





Present law Tax proposal 





Taxable income bracket ! Tax at Tax rate Tax at Tax rate 
low end on income low end on income 
of bracket in bracket of bracket in bracket 
(in percent) (in percent) 








0-$500 14 12 
$500-$ 1,000 $70 15 13 
$1,000-$1,500 145 16 5 
$1,500-$2,000 225 17 
$2,000-$3,000 310 
$3,000-$4,000 500 
$4,000-$6,000 690 
$6,000-—$8,000 , 110 
$8,000-$10,000 590 
$10,000-$ 12,000 2, 090 
$12,000-$14,000 2, 630 
$14,000-$16,000 3, 210 
$16,000-$18,000 ‘ 3, 830 
$18,000-$20,000 4, 510 
$20,000-$22,000 5, 230 
$22,000-$24,000 5, 990 
$24,000-$26,000 5, 790 
$26,000-$28,000 , 990 
$28,000-$32,000 8, 490 
$32,000-$36,000 10, 290 
$36,000-$38,000 12, 290 
$38,000-$40,000 13, 290 
$40,000-$44,000 14, 390 
$44,000-$48,000 16, 590 
$48,000-$50,000 18, 990 
$50,000-$52,000 20, 190 18, 305 
$52,000-$54,000 21, 430 19, 465 
$54,000-$60,000 22, 670 ; 20, 665 
$60,000-—$62,000 26, 390 ) 24, 265 
$62,000--$64,000 27, 670 ) 25, 465 
$64,000-$70,000. . . 28, 950 26, 725 
$70,000-$76,000 32, 790 . 30, 505 
$76,000-$80,000 36, 750 ) 34, 285 
$80,000-$88,000 39, 390 j 36, 925 
$88,000-$90,000. . 44, 830 42, 205 
$90,000-$100,000. 46, 190 43, 525 
$100,000 and over 53, 090 70 50, 225 
Office of the Secretary of the Treasury, Office of Tax Analysis—January 21, 1978. 
1 The zero bracket is not shown in this table. To include the zero bracket, increase all taxable 
incomes shown by $2,200. 





NOTE: The text of the message was released on January 21. 
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Budget Message 


Message to the Congress Transmitting the 
Fiscal Year 1979 Budget. January 20, 1978 


To the Congress of the United States: 
The first complete budget of any new 
administration is its most important. It is 
the administration’s first full statement of 
its priorities, policies, and proposals for 
meeting our national needs. Last Feb- 
ruary, after just one month in office, I 
submitted a revised budget to the Con- 
gress. That revision changed the direction 
of the prior administration’s budget, but 
was—of necessity—based upon a review 
of limited scope. I promised then that 
future budgets would reflect detailed, 
zero-based reviews of Federal spending 
programs, reform of the tax system, and 
reorganization of the Government. This 


Jan. 23 


budget is my first major step in meeting 
that promise. It reflects, I believe, a deter- 
mination to face and make difficult deci- 
sions in a manner that places the common 
good above that of any particular interest. 


This budget represents a careful balanc- 

ing of several considerations: 

—The importance of a fiscal policy that 
provides for a continuing recovery of 
the Nation’s economy from the 
1974—75 recession ; 

—The obligation of the Government to 
meet the critical needs of the Nation 
and its people; 

—The fact that resources are limited 
and that Government must disci- 
pline its choices and its scope; and 

—The need for careful and prudent 
management of the taxpayers’ re- 
sources. 


THE BUDGET TOTALS 


[In billions of dollars] 








MONEE ROUEMEIES aeieis 5's Soin o'e'0s ie +5 SW ie rwde cae 
MNES CUMIN GM odie eicrdid ctu she sco edt nie< eile’ 0 av 


D9 a ey) RS hei ees a ee 


Le 


1977 actual 1978 estimate 1979 estimate 





357 400 440 
402 500 





—45 —61 





568. 2 








My budget provides for total outlays 
of $500 billion, an increase of $38 billion, 
or 8%, over the 1978 budget, and receipts 
of $440 billion. This budget total is a re- 
strained one that: 

—Meets essential national needs; 

—Imposes strict priorities upon Fed- 

eral expenditures; and 

—Decreases the share of the Nation’s 

gross national product taken by the 
Federal Government from 22.6% to 


22.0%. 





This budget places us on a path that will 
permit a balanced budget in the future 
if the private economy continues its re- 
covery over the coming years. 

At the same time, my budget embodies 
a fiscal policy that will strengthen the 
economic recovery. I propose a progres- 
sive tax reduction of $25 billion to help 
assure continued economic recovery and 
reduction in unemployment. An integral 
part of this tax reduction proposal is a set 
of recommendations for tax reform that 
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will make the tax system simpler and 
more equitable. Without the reduction, I 
would have been able to announce a de- 
cline in the deficit of $15 to $20 billion 
between 1978 and 1979. With the reduc- 
tion, the budget deficit will still decline 
slightly, because of careful restraints on 
expenditures. But I judged that the most 
important priority this year was to reduce 
the burdens on taxpayers. Only in this 
way Can we ensure a vigorous economy, a 
declining unemployment rate, a strong 
expansion of private investment, and a 
stable budget balance in future years. 

While the expenditures I recommend 
in this budget are restrained, they are, 
nevertheless, directed toward overcoming 
our Nation’s crucial problems. I have 
looked carefully at existing approaches to 
these problems and improved those ap- 
proaches where possible. The spending 
priorities of the past are now being shifted 
toward long-neglected areas. These new 
priorities are based on the following judg- 
ments : 

—An effective national energy plan is 
essential to reduce our increasingly 
critical dependence upon diminishing 
supplies of oil and gas, to encourage 
conservation of scarce energy re- 
sources, to stimulate conversion to 
more abundant fuels, and to reduce 
our large trade deficit. 

The national energy plan I pro- 
posed last spring defined these goals. This 
budget includes the programs and initia- 
tives designed to meet those objectives. In- 
cluded are increased emphases on conser- 
vation and nonnuclear research and de- 
velopment, energy grants and technical 
assistance to States and localities, ac- 
celerated acquisition of the strategic petro- 
leum reserve, and greater emphases on nu- 
clear waste management. I continue in 
the unswerving belief that the Nation’s 
leaders have the obligation to plan for 
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the future, and that the national energy 
plan is essential to the future health and 
vigor of the American economy. The 
United States also must take the lead in 
minimizing the risks of nuclear weapons 
proliferation as we advance nuclear 
power technology. Thus, this budget in- 
creases research and development funding 
for systems that present fewer risks than 
the plutonium-fueled liquid metal fast 
breeder reactor. 


—The essential human needs of our 
citizens must be given high priority. 
In the spring of 1977 I proposed a 
long-overdue reform of the Nation’s wel- 
fare system. This reform recognizes that 
this isa Nation of men and women who do 
not wish to be wards of the Government 
but who want to work and to be self-suffi- 
cient. It includes a combination of em- 
ployment opportunities and incentives for 
those who should work, and a basic in- 
come for those who cannot. This budget 
anticipates that Congress will pass the 
program for better jobs and income, and 
begins the process of careful planning for 
the implementation of an efficient and 
equitable system. 


The budget also recognizes that ensur- 
ing the opportunity to compete and excel 
remains very important to our people. To 
give all children the healthiest possible 
start in life, I propose major expansion of 
medical care and nutritional supplements 
for low-income expectant mothers and 
infants. In addition, I propose major in- 
creases in educational assistance at all 
levels. Because of the continued high level 
of unemployment, particularly among 
minorities, I believe public employment 
programs should be continued at high 
levels for another year. Major increases in 
programs stressing employment for unem- 
ployed youth are recommended. A new 
effort will be mounted to place more dis- 
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advantaged persons in private sector jobs 
by increasing the involvement of the busi- 
ness community in local employment and 
training programs. 


I view a workable urban strategy as an 
important link in a well-articulated do- 
mestic program and essential to the con- 
tinuing recovery of the national economy. 
This budget includes increases for many 
programs benefiting urban areas and sup- 
ports several efforts to improve these pro- 


grams. I anticipate sending to the Con- 
gress early in the spring a set of further 
proposals dealing with the Nation’s urban 
problems. 


—The Nation’s armed forces must al- 
ways stand sufficiently strong to deter 
aggression and to assure our security. 

My request for defense provides for the 

steady modernization of our strategic 
forces, and for substantial improvements 
in the combat readiness of our tactical 
forces. To parallel commitments made by 
our European allies, I am proposing sig- 
nificant increases in our overall defense 
effort, with special emphasis on those 
forces and capabilities most directly re- 
lated toour NATO commitments. The de- 
fense budget I recommend also empha- 
sizes modernization and research and de- 
velopment to meet future challenges to 
our security. But at the same time, I am 
restraining defense expenditures by in- 
troducing important efficiencies and by 
placing careful priorities upon our de- 
fense needs. The 1979 defense budget is 
prudent and tight, but consists of a real 
growth in outlays of 3% above the cur- 
rent year’s budget. Consistent with cam- 
paign pledges to the American people, it 
is $8 billion below the defense budget pro- 
jected for 1979 by the previous adminis- 
tration. 
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—The Federal Government has an ob- 
ligation to nurture and protect our 
environment—the common resource, 
birthright and sustenance of the 
American people. 

This budget provides for substantially 
increased emphasis on protection of all 
our environmental resources, for new at- 
tention to our common heritage, and for 
substantial additions to our system of pub- 
lic lands. Planned use of our natural re- 
sources has been designed so that the most 
important of our unspoiled areas can re- 
main forever in the hands of the people. 

—The Federal Government must lead 
the way in investing in the Nation’s 
technological future. 

Shortly after taking office, I deter- 
mined that investment in basic research 
on the part of the Federal Government 
had fallen far too low over the past dec- 
ade. Accordingly, I directed that a careful 
review be undertaken of appropriate basic 
research opportunities. As a result of that 
review, this budget proposes a real rate of 
growth of almost 5% for basic research 
in 1979. I believe this emphasis is im- 
portant to the continued vitality of our 
economy. 

This budget also reflects this adminis- 
tration’s commitment to two important 
approaches to making government work 
more efficiently and responsively: reor- 
ganization and zero-base budgeting. 

The reorganization effort I have 
launched seeks more than just a stream- 
lining of organization structure and the 
elimination of overlaps and duplication. 
It seeks to make our Government more 
responsive, more efficient, and more 
clearly focused on the most pressing needs 
of our society. In 1977 I proposed—and 
the Congress accepted—a Cabinet-level 
Department of Energy, a streamlined Ex- 
ecutive Office of the President, and a con- 
solidation of our international informa- 
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tion activities. In 1978 I will propose 
further reorganizations in such areas as 
the Federal Government’s civil rights ac- 
tivities and the Federal civil service sys- 
tem to make it more responsive and 
effective. 

As I promised during my campaign, 
zero-base budgeting system have been 
applied throughout the Federal Govern- 
ment. This budget is the product of a 
comprehensive zero-base review of all 
Federal programs, both existing and new. 
In reviewing each agency’s proposals, I 
have used zero-base budget alternatives 
and agency rankings to compare and eval- 
uate the many requests competing for re- 
sources. As a result of the first year’s ef- 
fort, we have gained a better understand- 
ing of Federal programs and have made 
better, more evenhanded judgments. Be- 
cause of this system the budget includes 
dollar savings, and improvements in the 
way programs are operated. With experi- 
ence, zero-based budgeting should be 
even more effective in future years. 

Other significant changes in the budget 
process are reflected in this document. 
First: I have directed the Office of Man- 
agement and Budget to establish a multi- 
year budget planning system using longer 
range budget projections. This will ensure 
that budget decisions are made with full 
awareness of their longer range implica- 
tions. Second: we are using better tech- 
niques for estimating outlays so as to avoid 
the chronic “shortfalls” of recent years. 
Third: we have explicitly related the clas- 
sification of the budget in terms of func- 
tions performed by Government programs 


to the national needs and agency missions 
served, as called for in the Congressional 
Budget Act of 1974. 

In formulating this budget I have been 
made acutely aware once more of the 
overwhelming number of demands upon 
the budget and of the finite nature of our 
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resources. Public needs are critically im- 
portant; but private needs are equally 
valid, and the only resources the Govern- 
ment has are those it collects from the 
taxpayer. The competition for these re- 
sources and my belief and commitment 
that we must firmly limit what the Gov- 
ernment taxes and expends have led me 
to the premises on which my first budget 
is based. 


—Critical national needs exist—par- 
ticularly human and social ones—to 
which resources must be directed. 

—Government resources are scarce; 
their use must be planned with the 
full awareness that they come from 
the earnings of workers and profits 
of business firms. 

—The span of government is not in- 
finite. Priorities must be set and some 
old priorities changed. If we are to 
meet adequately the most critical 
needs, some demands must also be 
deferred. Government action must be 
limited to those areas where its in- 
tervention is more likely to solve 
problems than to compound them. 

—We have an obligation to manage 
with excellence, and to maintain 
proper priorities within the $500 bil- 
lion proposed in this budget. We all 
know that in a budget of this scale—- 
larger than the gross national product 
of all but three nations in the world-— 
there are dollars wasted and dollars 
misspent. These must be minimal. 


These premises are unexceptionable in 
general, but difficult and controversial to 
apply. They have guided my actions in 
formulating this budget and they will con- 
tinue to do so in the future. But to be 
successful I will need, and will work for, 
the help and cooperation of the Congress. 
Both the Congress and the Executive have 
a clear, joint interest in an approach that 
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helps us to meet the demands of the fu- 
ture. In recent years the Congress has 
taken important steps—through the estab- 
lishment of the congressional budget proc- 
ess—to improve its own means of estab- 
lishing priorities. This administration has 
worked closely with the congressional ap- 
propriations and budget committees and 
has found them invaluable sources of ad- 
vice. We will continue in this spirit of 
cooperation, and I look forward to work- 
ing with the Congress and its leadership 
to obtain adoption of my budget for fis- 
cal year 1979. 
Jimmy CarTER 

January 20, 1978. 


NOTE: The text of the message was released on 
January 23. 


Secretary of State Vance’s 
Trip to the Middle East 


White House Statement on the President’s 
Meeting With Secretary Vance. 
January 23, 1978 


Secretary Vance reported this evening 
to the President on his trip last week to 
the Middle East to attend the opening ses- 
sions of the Political Committee of the 
Cairo Conference in Jerusalem and on his 
visits to Greece and Turkey this past 
weekend. 

On the Middle East, Secretary Vance 
described for the President the work on 
a declaration of principles which would 
govern the negotiation of a comprehen- 
sive peace settlement in the Middle East 
that had begun in the Political Commit- 
tee before the Egyptian delegation was 
withdrawn. 

The Secretary expressed his judgment 
that, while the work of the Political Com- 
mittee is temporarily suspended, the nego- 
tiating process can continue. Both the 
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President and the Secretary have urged 
that discussions between Egypt and Israel 
in the Security Committee of the Cairo 
Conference continue. They hope that 
these talks may resume soon. The Presi- 
dent stressed that we are prepared to con- 
tinue the exchanges with Prime Minister 
Begin and President Sadat that the Secre- 
tary began last week on a declaration of 
principles. Assistant Secretary Atherton 
is staying in the Middle East to be helpful 
in this effort. 


The President and the Secretary ex- 
pressed the hope that the public ex- 
changes of recent days are now behind us 
and that every effort will be made to re- 
capture the spirit that followed recent 
meetings between Prime Minister Begin 
and President Sadat and to turn full at- 
tention through quiet diplomacy to the 
substance of the negotiations. 


Secretary Vance also reported on his 
brief visits to Ankara and Athens. In each 
place, he had extended discussions with 
the respective leaders on matters of bi- 
lateral cooperation and on regional and 
global issues of concern to us as allies. No 
decisions were taken in these conversa- 
tions. Our ties with both countries remain 
strong and vital. 


United States Foreign 
Intelligence Activities 


Remarks on Signing Executive Order 12036. 
January 24, 1978 


THe PresweNnT. This morning, we’ve 
gathered to sign an Executive order which 
makes a major stride forward in better 
coordination within the Intelligence Com- 
munity. 

One of the pleasant experiences that 
I’ve had as President is to see the profes- 
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sionalism and the competence of the 
collection and analysis and distribution of 
intelligence information to me and to 
other consumers in the Federal Govern- 
ment. Under Admiral Turner, this coordi- 
nation has been superb. And I’m very 
pleased this morning, after months of work 
with the NSC—the National Security 
Council—with the Department of De- 
fense, with Admiral Turner, the CIA, the 
Congress committees, particularly the 
Senate Intelligence Committee, to have 
evolved an Executive order which estab- 
lishes in clear terms the responsibilities and 
limitations of the collection of intelligence, 
of counterintelligence, and also the dis- 
tribution of material that hasn’t been 
analyzed. 

The Director of Central Intelligence, 
Admiral Turner, will be responsible for 
tasking or assigning tasks to all those 
who collect intelligence. He will also have 
full control of the intelligence budget and 
will also be responsible for the analysis of 
information that does come in from all 
sources in the foreign intelligence field. 

This order also gives a great deal of 
additional responsibility to the Attorney 
General to make sure that the civil liber- 
ties and the privacy of American citizens 
is adequately protected and that the con- 
stitutional provisions and the laws of our 
Nation are carried out precisely. There’s 
a clear description of the duties and re- 
sponsibilities of all those that are involved 
in the collection and distribution of intel- 
ligence information. 


I’m very proud of this Executive order. 
It will be a basis for congressional action 
on a charter to be written for the Intelli- 
gence Community and, I think later on, 
we'll have one for the FBI, as well. 


Under this order, though, under 
counterintelligence, the duties of the FBI 
are also spelled out. So, this is a fairly 
concise, clear delineation of how the In- 
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telligence Community will be operating 
in the months ahead. 

I want to express my thanks to all those 
that have been involved in the process. 
And after I sign the Executive order this 
morning, there will be a complete briefing 
for the press by the members of the NSC, 
the Department of Defense, the Attorney 
General’s office, and Admiral Turner 
representing the Intelligence Community. 

So, I want to thank all of you standing 
behind me, and I will now sign the Exec- 
utive order which, I think, is a major 
stride forward. Thank you very much. 


[At this point the President signed the Execu- 
tive order.] 


Fritz, if you would come over and say 
a word? 

VicE PRESIDENT 
some notes. 

Tue PresIDENT. Very good. [Laughter] 

Vict Preswent Monpate. Mr. Presi- 
dent, members of the Senate and House 
intelligence committee: 

When I served in the Senate, it was our 
task for some time to explore and in- 
vestigate abuses by our intelligence agen- 
cies. It was not a happy job, and it dis- 
closed not only many abuses of the civil 
liberties of our people but, in many ways, 
decisions and actions that were counter- 
productive to the interests of our country. 

In my opinion, the most important 
principle that this Executive order stands 
for is that it demonstrates that we can 
fully protect our Nation and do so within 
the law, and not only do it within the 
law but do it better than under a cir- 
cumstance which permits us to resort to 
illegality. 

Underlying the abuses that we uncov- 
ered was an unexpressed but clearly evi- 
dent conclusion on the part of some that 
we could not defend our country against 
her real enemies except through illegal- 
ity. Once you examine that, it’s true that 
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the only way you can effectively protect 
against our enemies is through legal 
process. 

And that’s what this Executive order 
stands for. It’s a historic document. It’s 
the first time, I think, any major nation 
has tried to rationalize in writing, through 
legislative charters, the protection of their 
nation from enemies, and to do so within 
the law. 

We need the best Intelligence Commu- 
nity in the world, and we have it. And 
under this Executive order, it will be even 
better. I think what it really stands for is 
that the framers of our Constitution were 
pretty wise men after all. 

THe Preswent. Thank you. The 
chairman of the Senate Intelligence Com- 
mittee this past year has been Senator 
Danny Inouye, who had worked very 
closely with us. He has done a superb 
job. One of the facets of this Executive 
order is it directs those who are involved 
in the Intelligence Community to share 
information, sometimes of a highly confi- 
dential or secret nature, with the Mem- 
bers of the Congress, so that there can be 
a joint sharing of responsibility for the 
collection and dissemination of intelli- 
gence information in a legal way. 

Danny, I'd like to call on you to say a 
word. 

SENATOR INouYE. Mr. President, on be- 
half of the committee, I wish to thank you 
and commend you for giving us an oppor- 
tunity to participate in the drafting of 
this extraordinary Executive order. We 
concur with you that statutory charters 
are important and, accordingly, I’m 
pleased to advise you that next week, a 
draft charter brought about by the work 
of Senators Huddleston and Mathias will 
be introduced in the Senate, and we look 
forward to working with you, sir. Thank 
you. 

THE PRESIDENT. Very fine. The new 
chairman of the Intelligence Committee 
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and one who's served long and well on the 
committee is Senator Birch Bayh. Birch, 
would you like to say just a word? 

SENATOR BayH. Mr. President, I’m 
looking forward to having a chance to 
continue the strong leadership that Sena- 
tor Inouye has provided for the commit- 
tee. I would like to add my commenda- 
tion. This is the first time in history that 
the Congress has had this kind of coopera- 
tion with the executive branch. And this 
is the second step—I would like to remind 
those who are here—in which you, as 
President, have undertaken a landmark 
initiative. We met in the Rose Garden in 
the spring, where for the first time in his- 
tory you were willing to waive your in- 
herent authority to get involved in elec- 
tronic surveillance. 

So, as we move forward with the char- 
ters, I think it is important to understand 
that this is critical. Presidents and Con- 
gresses are mortal. We have been re- 
minded of that rather tragically in the 
last few days. And it’s important to put 
these basic protections in the bedrock law 
of our land. 

Tue PRESIDENT. Thank you. A new 
committee that’s just been formed in the 
Congress this past year, certainly with my 
strong approval and support, has been the 
House Intelligence Committee. Eddie 
Boland is the chairman. Eddie, perhaps 
you'd like to say a word. 

REPRESENTATIVE BoLaNnpb. Mr. Presi- 
dent, first of all I want to express, on be- 
half of all my colleagues on the House 
side, our appreciation at the invitation 
that brings us to this very significant and 
very meaningful occasion. I only have a 
couple of observations. I’m delighted to 
come, first of all, to find out whether or 
not the signatures on the letters that I get 
from you are genuine. [Laughter] I’ve seen 
you sign here; I know they are. [Laughter] 

Then I’m delighted to see that behind 
us—and I think the press will recognize 
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this—there is no dispute within the Intel- 
ligence Community over what we're 
doing, either what Admiral Turner is 
doing or what the President is doing. Ev- 
erybody is here, and everybody is happy 
with it. 

I’m also conscious of the fact that the 
Senators are way ahead of us in this area 
and have been for some time. It’s the only 
area in which the Senate is ahead of us, 
incidentally. [Laughter] We hope to catch 
up. It’s going to be a difficult job. But 
frankly, they have led the way and, I 
think, perhaps, they have taken the Con- 
gress through the thickest of what this par- 
ticular activity within the Congress means 
and its significance. 

And as the Vice President has so well 
said and you have so well said, this Execu- 
tive order is historical. It does indicate 
that we can operate an Intelligence Com- 
munity within the framework of our Con- 
stitution, to protect the rights and ensure 
the rights of the people of our Nation. And 
that’s exactly why we are in business. 

So, Mr. President, with this Executive 
order, with the charter legislation that is 
coming out of the Senate, with the for- 
eign surveillance intelligence legislation 
that has been considered by the House, is 
being considered by Chairman Murphy of 
our committee, why, we can assure you 
that you will find the House in coopera- 
tion with you, with the administration, 
and with the Senate committee. 

Thank you very much for inviting us. 

THE PRESIDENT. Thank you very much, 
Eddie. Dee Huddleston has been the 
chairman of the subcommittee responsible 
for the drafting of legislation precedent 
to the actual evolution of the charter 
which will be part of our Nation’s laws. 

Senator Huddleston has worked very 
closely with me and others in the basic 
premises included in the Executive order. 
This is a good basis. We all recognized 
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that the Intelligence Community has to 
have some degree of flexibility. And there 
are a few directives that will not be in- 
cluded in this Executive order because of 
their highly confidential nature, but all 
those are being shared and will be shared 
with the Senate and the House commit- 
tees. We are very proud of the relationship 
that we have. 

SENATOR HuppLeston. Well, thank 
you, Mr. President. I certainly want to 
express my appreciation and that of our 
subcommittee to you and your entire staff 
for the cooperation and help you've 
given. I doubt if there has been an Execu- 
tive order in recent years, maybe never, 
that has had as much congressional input 
as this particular one. 

And I have to say that Bill Miller and 
Elliott Maxwell on our committee staff 
have done a tremendous job in providing 
us with the input that we’ve been able to 
make. I think this, certainly, is an appro- 
priate interim step between where we 
have been in our intelligence operations 
and the control and accountability and 
authority that’s been exercised there and 
where we all know that we want to go; 
and that is, with legislative, statutory 
charters setting out the missions, the ac- 
countability, the authorities of all of our 
intelligence agencies. 

Uppermost in our mind, Mr. Presi- 
dent—and I, too, along with Vice Presi- 
dent Mondale, went through the so-called 
Church committee’s investigative pe- 
riod—in spite of the abuses that we saw 
revealed, I think our major objective 
still, as we protect the rights and priv- 
ileges of our citizens, is to provide the 
machinery under which the United States 
of America can have the best, most effi- 
cient, most effective intelligence appa- 
ratus in the world. That’s what we are 
going to work toward. As our chairman 
has indicated, we’re prepared now, and 
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certainly will be by the end of next week, 
to introduce legislation, our first piece of 
legislation relating to the charters. We 
see that as a starting point. 

The long period of time it took to bring 
this into being, I think, demonstrates the 
very complex and difficult problems that 
we are faced with. So, I’m sure we're 
going to have the same kind of coopera- 
tion between the Intelligence Community 
and the executive that we’ve had pre- 
viously. And I believe that we can develop 
the kind of charters that will bring about 
the assurances that all of us want. 

Thank you, sir, very much. 

Tue Preswent. Thank you. Senator 
Huddleston said that never before in 
history has an Executive order by the 
President had so much congressional 
input. I doubt if ever before in history 
an Executive order has had so much input 
from the President. [Laughter] I have 
sent it back three or four times to be 
redrafted so I could understand it. 
[Laughter] I think now it’s in very good 
shape. 

I’d like to call on 
Murphy. He has the same responsibility 
in the House as Dee Huddleston does in 
the Senate, the drafting of a new charter. 

REPRESENTATIVE MurpuHy. Thank 
you, Mr. President. On behalf of the com- 
mittee, I’d like to congratulate you, Mr. 
President, on keeping your promise that 
you made during your campaign that you 
would bring the intelligence agencies into 
some meaningful order under this Execu- 
tive order. I’d also like to thank Attorney 
General Bell and his staff. 

We have already begun our work on 
the national surveillance act. And as my 
chairman, Mr. Boland, has reminded us, 
we are behind. I think that’s an admon- 
ishment to me. We will catch up. 

Thank you, sir. 


Congressman 
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Tue PresipENT. Thank you. I wanted 
to call on, also, Senator Mathias, who’s 
been a great help to us. Senator Gold- 
water has been the vice chairman of the 
committee for a long time. He’s not here 
today. 

SENATOR Maruias. Mr. President, as I 
stood here this morning, I thought a little 
bit about the advice of Speaker Reed, who 
defined the duties of the minority as to 
draw your pay and help make a quorum. 
[Laughter] I want to assure you that the 
minority in this case is going to do more 
than that, that we’re going to work very 
hard on this statutory charter and to try 
to develop in the spirit in which you have 
started us out this morning. 

I think it needs to be said that we want 
it to be not only an effective instrument 
which provides us with the best intelli- 
gence and that we want it to provide the 
kind of restraints which ensure the rule 
of law in our country, but we also want 
it to be a shield for the men and women 
who devote their lives to the intelligence 
services and to give them the kind of guid- 
ance within which they can develop their 
own careers. 

Thank you very much, Mr. President. 

REPRESENTATIVE Wiison. I’m again 
the minority on our side, but we are very 
much interested in this Executive order. 
I commend you for having taken all of 
the different intelligence responsibilities 
from various agencies and putting them 
under one executive head, which has been 
one of the problems we have seen in the 
past. And I predict that we’ll come along 
and support you continuously in the fu- 
ture. 

Thank you very much. 

THE PreEsIDENT. I want to say I won't 
call anyone else from the executive 
branch, because you will be getting a 
briefing in detail from the National Secu- 
rity Council, Department of Defense, the 
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DCI, which is the Director of Central In- 
telligence, and also the Attorney General. 

But in closing, let me remind the group 
once again of what I said at the begin- 
ning: One of the most professional and 
competent organizations with which I 
have ever dealt has been the Intelligence 
Community. It consists of several thou- 
sand highly professional, dedicated Amer- 
ican people whose knowledge and expe- 
rience stands as a bulwark in protecting 
the security of our Nation. 

And although there have been prob- 
lems in the past, probably because of an 
absence of a clear directive about de- 
lineations of responsibility, I think that 
this has quite often obscured the sacri- 
ficial work that these good men and 
women have done. 

Again, I want to express my complete 
appreciation and confidence in Admiral 
Stan Turner, whose responsibilities under 
this Executive order will be greatly mag- 
nified. He’s worked very closely with the 


Attorney General and with the Secretary 
of Defense. During normal peacetime, 
which I hope will prevail throughout all 
of our lifetime, he will have the respon- 
sibilities that I outlined. 

In case of a conflict or extreme national 


emergency, under the Executive order, 
the President has the authority to shift 
part of that responsibility to the Secre- 
tary of Defense to defend our Nation in 
time of war. But that will be done in a 
very careful, preplanned way. And the 
present interrelationship that exists today, 
to be enhanced by the Executive order, 
between Defense, Justice, and _intelli- 
gence, is very clearly defined and is a 
harmonious working relationship. 

This could not have been possible 
without a great deal of consultation and a 
close cooperation and, I think, a mutual 
purpose that was recognized by everyone. 
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I think this is a major step forward. I’m 
very deeply grateful to all of you. 
Thank you very much. 


NOTE: The President spoke at 11:45 a.m. in 
the Cabinet Room at the White House. 


United States Foreign 
Intelligence Activities 
Executive Order 12036. January 24, 1978 


UNITED StaTEs INTELLIGENCE 
ACTIVITIES 


By virtue of the authority vested in me 
by the Constitution and statutes of the 
United States of America including the 
National Security Act of 1947, as 
amended, and as President of the United 
States of America, in order to provide 
for the organization and control of United 
States foreign intelligence activities, it is 
hereby ordered as follows: 
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SEcTION 1 


DIRECTION, DUTIES AND RESPONSIBILITIES 
WITH RESPECT TO THE NATIONAL IN- 
TELLIGENCE EFFORT* 


1-1. National Security Council. 

1-101. Purpose. The National Security 
Council (NSC) was established by the 
National Security Act of 1947 to advise 
the President with respect to the integra- 
tion of domestic, foreign, and military 
policies relating to the national security. 
The NSC shall act as the highest Execu- 
tive Branch entity that provides review 
of, guidance for, and direction to the con- 
duct of all national foreign intelligence 
and counterintelligence activities. 

1-102. Committees. The NSC Policy 
Review Committee and Special Coordi- 
nation Committee, in accordance with 
procedures established by the Assistant to 
the President for National Security Af- 
fairs, shall assist in carrying out the NSC’s 
responsibilities in the foreign intelligence 
field. 


1-2. NSC Policy Review Committee. 


1-201. Membership. The NSC Policy 
Review Committee (PRC), when carry- 


*Certain technical terms are defined in Sec- 
tion 4—2 
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ing out responsibilities assigned in this 
Order, shall be chaired by the Director 
of Central Intelligence and composed of 
the Vice President, the Secretary of State, 
the Secretary of the Treasury, the Secre- 
tary of Defense, the Assistant to the Presi- 
dent for National Security Affairs, and 
the Chairman of the Joint Chiefs of Staff, 
or their designees, and other senior offi- 
cials, as appropriate. 

1-202. Duties. The PRC shall: 

(a) Establish requirements and prior- 
ities for national foreign intelligence; 

(b) Review the National Foreign In- 
telligence Program and budget proposals 
and report to the President as to whether 
the resource allocations for intelligence 
capabilities are responsive to the intelli- 
gence requirements of the members of the 
NSC. 

(c) Conduct periodic reviews of na- 
tional foreign intelligence products, eval- 
uate the quality of the intelligence prod- 
uct, develop policy guidance to ensure 
quality intelligence and to meet changing 
intelligence requirements; and 

(d) Submit an annual report on its ac- 
tivities to the NSC. 

1-203. Appeals. Recommendations of 
the PRC on intelligence matters may be 
appealed to the President or the NSC by 
any member of the PRC. 


1-3. NSC Special Coordination Commit- 
tee. 


1-301. Membership. The NSC Special 
Coordination Committee (SCC) is 
chaired by the Assistant to the President 
for National Security Affairs and _ its 
membership includes the statutory mem- 
bers of the NSC and other senior officials, 
as appropriate. 

1-302. Special Activities. The SCC 
shall consider and submit to the President 
a policy recommendation, including all 
dissents, on each special activity. When 
meeting for this purpose, the members of 
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the SCC shall include the Secretary of 
State, the Secretary of Defense, the At- 
torney General, the Director of the Office 
of Management and Budget, the Assist- 
ant to the President for National Secu- 
rity Affairs, the Chairman of the Joint 
Chiefs of Staff, and the Director of Cen- 
tral Intelligence. 


1-303. Sensitive Foreign Intelligence 
Collection Operations. Under standards 
established by the President, proposals for 
sensitive foreign intelligence collection 
operations shall be reported to the Chair- 
man by the Director of Central Intelli- 
gence for appropriate review and ap- 
proval. When meeting for the purpose of 
reviewing proposals for sensitive foreign 
intelligence collection operations, the 
members of the SCC shall include the 
Secretary of State, the Secretary of De- 
fense, the Attorney General, the Assistant 
to the President for National Security Af- 
fairs, the Director of Central Intelligence, 
and such other members designated by 
the Chairman to ensure proper considera- 
tion of these operations. 


1-304. Counterintelligence. The SCC 
shall develop policy with respect to the 
conduct of counterintelligence activities. 
When meeting for this purpose the mem- 
bers of the SCC shall include the Secre- 
tary of State, the Secretary of Defense, 
the Attorney General, the Director of the 
Office of Management and Budget, the 
Assistant to the President for National 
Security Affairs, the Chairman of the 
Joint Chiefs of Staff, the Director of Cen- 
tral Intelligence, and the Director of the 
FBI. The SCC’s counterintelligence func- 
tions shall include: 


(a) Developing standards and doctrine 
for the counterintelligence activities of 
the United States; 

(b) Resolving interagency differences 
concerning implementation of counter- 
intelligence policy; 
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(c) Developing and monitoring guide- 
lines consistent with this Order for the 
maintenance of central records of coun- 
terintelligence information; 

(d) Submitting to the President an 
overall annual assessment of the relative 
threat to United States interests from in- 
telligence and security services of foreign 
powers and from international terrorist 
activities, including an assessment of the 
effectiveness of the United States counter- 
intelligence activities; and 

(e) Approving counterintelligence ac- 
tivities which, under such standards as 
may be established by the President, re- 
quire SCC approval. 

1-305. Required Membership. The 
SCC shall discharge the responsibilities 
assigned by sections 1-302 through 1-304 
only after consideration in a meeting at 
which all designated members are pres- 
ent or, in unusual circumstances when 
any such member is unavailable, when 
a designated representative of the mem- 
ber attends. 

1-306. Additional Duties. The SCC 
shall also: 

(a) Conduct an annual review of on- 
going special activities and sensitive na- 
tional foreign intelligence collection oper- 
ations and report thereon to the NSC; 
and 

(b) Carry out such other coordination 
and review activities as the President may 
direct. 

1-307. Appeals. Any member of the 
SCC may appeal any decision to the Pres- 
ident or the NSC. 


1-4. National Foreign Intelligence Board. 


1-401. Establishment and Duties. There 
is established a National Foreign Intelli- 
gence Board (NFIB) to advise the Di- 
rector of Central Intelligence concern- 
ing: 

(a) Production, review, and coordina- 
tion of national foreign intelligence; 
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(b) The National Foreign Intelligence 
Program budget; 

(c) Interagency exchanges of foreign 
intelligence information; 

(d) Arrangements with foreign gov- 
ernments on intelligence matters; 

(e) The protection of intelligence 
sources and methods; 

(f£) Activities of common concern; and 

(g) Other matters referred to it by the 
Director of Central Intelligence. 

1-402. Membership. The NFIB shall 
be chaired by the Director of Central In- 
telligence and shall include other ap- 
propriate officers of the CIA, the Office 
of the Director of Central Intelligence, 
the Department of State, the Department 
of Defense, the Department of Justice, 
the Department of the Treasury, the De- 
partment of Energy, the Defense Intelli- 
gence Agency, the offices within the De- 
partment of Defense for reconnaissance 
programs, the National Security Agency 
and the FBI. A representative of the As- 
sistant to the President for National Se- 
curity Affairs may attend meetings of the 
NFIB as an observer. 

1-403. Restricted Membership and 
Observers. When the NFIB meets for the 
purpose of section 1-401(a), it shall be 
composed solely of the senior intelligence 
officers of the designated agencies. The 
senior intelligence officers of the Army, 
Navy and Air Force may attend all :.eet- 
ings of the NFIB as observers. 


1-5. National Intelligence Tasking Cen- 
ter. 


1-501. Establishment. There is estab- 
lished a National Intelligence Tasking 
Center (NITC) under the direction, con- 
trol and management of the Director of 
Central Intelligence for coordinating and 
tasking national foreign intelligence col- 
lection activities. The NITC shall be 
staffed jointly by civilian and military per- 
sonnel including designated representa- 
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tives of the chiefs of each of the Depart- 
ment of Defense intelligence organizations 
engaged in national foreign intelligence 
activities. Other agencies within the In- 
telligence Community may also designate 
representatives. 

1-502. Responsibilities. The NITC 
shall be the central mechanism by which 
the Director of Central Intelligence: 

(a) Translates national foreign intelli- 
gence requirements and priorities de- 
veloped by the PRC into specific collec- 
tion objectives and targets for the Intelli- 
gence Community; 

(b) Assigns targets and objectives to 
national foreign intelligence collection 
organizations and systems; 

(c) Ensures the timely dissemination 
and exploitation of data for national for- 
eign intelligence purposes gathered by na- 
tional foreign intelligence collection 
means, and ensures the resulting intel- 
ligence flow is routed immediately to rele- 
vant components and commands; 

(d) Provides advisory tasking concern- 
ing collection of national foreign intelli- 
gence to departments and agencies hav- 
ing information collection capabilities or 
intelligence assets that are not a part of the 
National Foreign Intelligence Program. 
Particular emphasis shall be placed on in- 
creasing the contribution of departments 
or agencies to the collection of informa- 
tion through overt means. 

1-503. Resolution of Conflicts. The 
NITC shall have the authority to re- 
solve conflicts of priority. Any PRC mem- 
ber may appeal such a resolution to the 
PRC; pending the PRC’s decision, the 
tasking remains in effect. 

1-504. Transfer of Authority. All re- 
sponsibilities and authorities of the Direc- 
tor of Central Intelligence concerning the 
NITC shall be transferred to the Secre- 
tary of Defense upon the express direction 
of the President. To maintain readiness 
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for such transfer, the Secretary of De- 
fense shall, with advance agreement of 
the Director of Central Intelligence, as- 
sume temporarily during regular practice 
exercises all responsibilities and author- 
ities of the Director of Central Intelligence 
concerning the NITC. 


1-6 The Director of Central Intelligence. 


1-601. Duties. The Director of Central 
Intelligence shall be responsible directly to 
the NSC and, in addition to the duties 
specified elsewhere in this Order, shall: 

(a) Act as the primary adviser to the 
President and the NSC on national for- 
eign intelligence and provide the President 
and other officials in the Executive Branch 
with national foreign intelligence ; 

(b) Be the head of the CIA and of such 
staff elements as may be required for dis- 
charge of the Director’s Intelligence Com- 
munity responsibilities ; 

(c) Act, in appropriate consultation 
with the departments and agencies, as 
the Intelligence Community’s principal 
spokesperson to the Congress, the news 
media and the public, and facilitate the 
use of national foreign intelligence prod- 
ucts by the Congress in a secure manner; 

(d) Develop, consistent with the re- 
quirements and priorities established by 
the PRC, such objectives and guidance 
for the Intelligence Community as will en- 
hance capabilities for responding to ex- 
pected future needs for national foreign 
intelligence ; 

(e) Promote the development and 
maintenance of services of common con- 
cern by designated foreign intelligence or- 
ganizations on behalf of the Intelligence 
Community ; 

(f) Ensure implementation of special 
activities ; 

(g) Formulate policies concerning in- 
telligence arrangements with foreign gov- 
ernments, and coordinate intelligence re- 
lationships between agencies of the Intel- 
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ligence Community and the intelligence or 
internal security services of foreign gov- 
ernments ; 

(h) Conduct a program to protect 
against overclassification of foreign intel- 
ligence information ; 

(i) Ensure the establishment by the 
Intelligence Community of common se- 
curity and access standards for managing 
and handling foreign intelligence systems, 
information and products; 

(j) Participate in the development of 
procedures required to be approved by 
the Attorney General governing the con- 
duct of intelligence activities; 

(k) Establish uniform criteria for the 
determination of relative priorities for the 
transmission of critical national foreign 
intelligence, and advise the Secretary of 
Defense concerning the communications 
requirements of the Intelligence Commu- 
nity for the transmission of such intelli- 
gence; 

(1) Provide appropriate intelligence to 
departments and agencies not within the 


Intelligence Community ; and 


(m) Establish appropriate commit- 
tees or other advisory groups to assist in 
the execution of the foregoing responsi- 
bilities. 

1-602. National Foreign Intelligence 
Program Budget. The Director of Central 
Intelligence shall, to the extent consistent 
with applicable law, have full and exclu- 
sive authority for approval of the Na- 
tional Foreign Intelligence Program 
budget submitted to the President. Pursu- 
ant to this authority: 

(a) The Director of Central Intelli- 
gence shall provide guidance for program 
and budget development to program 
managers and heads of component activ- 
ities and to department and agency 
heads; 

(b) The heads of departments and 
agencies involved in the National Foreign 
Intelligence Program shall ensure timely 
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development and submission to the Di- 
rector of Central Intelligence of proposed 
national programs and budgets in the for- 
mat designated by the Director of Central 
Intelligence, by the program managers 
and heads of component activities, and 
shall also ensure that the Director of Cen- 
tral Intelligence is provided, in a timely 
and responsive manner, all information 
necessary to perform the Director’s pro- 
gram and budget responsibilities ; 

(c) The Director of Central Intelli- 
gence shall review and evaluate the na- 
tional program and budget submissions 
and, with the advice of the NFIB and the 
departments and agencies concerned, de- 
velop the consolidated National Foreign 
Intelligence Program budget and present 
it to the President through the Office of 
Management and Budget; 

(d) The Director of Central Intelli- 
gence shall present and justify the Na- 
tional Foreign Intelligence Program 
budget to the Congress ; 

(e) The heads of the departments and 
agencies shall, in consultation with the 
Director of Central Intelligence, establish 
rates of obligation for appropriated 
funds; 

(f) The Director of Central Intelli- 
gence shall have full and exclusive au- 
thority for reprogramming National For- 
eign Intelligence Program funds, in ac- 
cord with guidelines established by the 
Office of Management and Budget, but 
shall do so only after consultation with 
the head of the department affected and 
appropriate consultation with the Con- 
gress; 

(zg) The departments and agencies 
may appeal to the President decisions by 
the Director of Central Intelligence on 
budget or reprogramming matters of the 
National Foreign Intelligence Program. 


(h) The Director of Central Intelli- 
gence shall monitor National Foreign In- 
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telligence Program implementation and 
may conduct program and performance 
audits and evaluations. 

1-603. Responsibility For National For- 
eign Intelligence. The Director of Cen- 
tral Intelligence shall have full respon- 
sibility for production and dissemination 
of national foreign intelligence and have 
authority to levy analytic tasks on de- 
partmental intelligence production orga- 
nizations, in consultation with those 
organizations. In doing so, the Director 
of Central Intelligence shall ensure that 
diverse points of view are considered fully 
and that differences of judgment within 
the Intelligence Community are brought 
to the attention of national policymakers. 

1-604. Protection of Sources, Methods 
and Procedures. The Director of Central 
Intelligence shall ensure that programs 
are developed which protect intelligence 
sources, methods and analytical proce- 
dures, provided that this responsibility 
shall be limited within the United States 
to: 

(a) Using lawful means to protect 
against disclosure by present or former 
employees of the CIA or the Office of the 
Director of Central Intelligence, or by 
persons or organizations presently or for- 
merly under contract with such entities; 
and 


(b) Providing policy, guidance and 
technical assistance to departments and 
agencies regarding protection of intelli- 
gence information, including information 
that may reveal intelligence sources and 
methods. 


1-605. Responsibility of Executive 
Branch Agencies. The heads of all Ex- 
ecutive Branch departments and agen- 
cies shall, in accordance with law and 
relevant Attorney General procedures, 
give the Director of Central Intelligence 
access to all information relevant to the 
national intelligence needs of the United 
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States and shall give due consideration 
to requests from the Director of Central 
Intelligence for appropriate support for 
CIA activities. 

1-606. Access to CIA Intelligence. The 
Director of Central Intelligence, shall, in 
accordance with law and relevant Attor- 
ney General procedures, give the heads 
of the departments and agencies access 
to all intelligence, developed by the CIA 
or the staff elements of the office of the 
Director of Central Intelligence, relevant 
to the national intelligence needs of the 
departments and agencies. 


1-7. Senior Officials of the Intelligence 
Community. The senior officials of each 
of the agencies within the Intelligence 
Community shall: 

1-701. Ensure that all activities of their 
agencies are carried out in accordance 
with applicable law; 

1-702. Make use of the capabilities of 
other agencies within the Intelligence 
Community in order to achieve efficiency 
and mutual assistance; 

1-703. Contribute in their areas of re- 
sponsibility to the national foreign intelli- 
gence products; 

1-704. Establish internal policies and 
guidelines governing employee conduct 
and ensure that such are made known to 
each employee; 

1-705. Provide for strong, independent, 
internal means to identify, inspect, and 
report on unlawful or improper activity; 

1-706. Report to the Attorney General 
evidence of possible violations of federal 
criminal law by an employee of their de- 
partment or agency, and report to the 
Attorney General evidence of possible 
violations by any other person of those 
federal criminal laws specified in guide- 
lines adopted by the Attorney General ; 

1-707. In any case involving serious or 
continuing breaches of security, recom- 
mend to the Attorney General that the 
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case be referred to the FBI for further 
investigation ; 

1-708. Furnish the Director of Central 
Intelligence, the PRC and the SCC, in 
accordance with applicable law and At- 
torney General procedures, the informa- 
tion required for the performance of their 
respective duties ; 

1-709. Report to the Intelligence Over- 
sight Board, and keep the Director of Cen- 
tral Intelligence appropriately informed, 
concerning any intelligence activities of 
their organizations which raise questions 
of legality or propriety; 

1-710. Protect intelligence and intelli- 
gence sources and methods consistent with 
guidance from the Director of Central 
Intelligence and the NSC; 

1-711. Disseminate intelligence to co- 
operating foreign governments under ar- 
rangements established or agreed to by 
the Director of Central Intelligence; 

1-712. Execute programs to protect 
against overclassification of foreign intel- 
ligence; 

1-713. Instruct their employees to co- 
operate fully with the Intelligence Over- 
sight Board; and 

1-714. Ensure that the Inspectors Gen- 
eral and General Counsel of their agen- 
cies have access to any information neces- 
sary to perform their duties assigned by 
this Order. 


1-8. The Central Intelligence Agency. 
All duties and responsibilities of the CIA 
shall be related to the intelligence func- 
tions set out below. As authorized by the 
National Security Act of 1947, as 
amended, the CIA Act of 1949, as 
amended, and other laws, regulations and 
directives, the CIA, under the direction 
of the NSC, shall: 

1-801. Collect foreign intelligence, in- 
cluding information not otherwise ob- 
tainable, and develop, conduct, or provide 
support for technical and other programs 


Jan. 24 


which collect national foreign intelli- 
gence. The collection of information with- 
in the United States shall be coordinated 
with the FBI as required by procedures 
agreed upon by the Director of Central 
Intelligence and the Attorney General; 

1-802. Produce and disseminate foreign 
intelligence relating to the national secu- 
rity, including foreign political, economic, 
scientific, technical, military, geographic 
and sociological intelligence to meet the 
needs of the President, the NSC, and 
other elements of the United States Gov- 
ernment; 

1-803. Collect, produce and dissemi- 
nate intelligence on foreign aspects of 
narcotics production and trafficking; 

1-804. Conduct counterintelligence ac- 
tivities outside the United States and co- 
ordinate counterintelligence activities 
conducted outside the United States by 
other agencies within the Intelligence 
Community ; 

1-805. Without assuming or perform- 
ing any internal security functions, 
conduct counterintelligence activities 
within the United States, but only in 
coordination with the FBI and subject to 
the approval of the Attorney General; 

1-806. Produce and disseminate coun- 
terintelligence studies and reports; 

1-807. Coordinate the collection out- 
side the United States of intelligence in- 
formation not otherwise obtainable; 

1-808. Conduct special activities ap- 
proved by the President and carry out 
such activities consistent with applicable 
law; 

1-809. Conduct services of common 
concern for the Intelligence Community 
as directed by the NSC; 

1-810. Carry out or contract for re- 
search, development and procurement of 
technical systems and devices relating to 
authorized functions ; 

1-811. Protect the 
stallations, 


security of its in- 


activities, information and 
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personnel by appropriate means, includ- 
ing such investigations of applicants, em- 
ployees, contractors, and other persons 
with similar associations with the CIA as 
are necessary ; 

1-812. Conduct such administrative 
and technical support activities within 
and outside the United States as are nec- 
essary to perform the functions described 
in sections 1-801 through 1-811 above, in 
cluding procurement and essential cover 
and proprietary arrangements; 

1-813. Provide legal and legislative 
services and other administrative sup- 
port to the Office of the Director of Cen- 
tral Intelligence. 


1-9. The Department of State. The Sec- 
retary of State shall: 

1-901. Overtly collect foreign political, 
sociological, economic, scientific, techni- 
cal, political-military and associated bio- 
graphic information ; 

1-902. Produce and disseminate for- 
eign intelligence relating to United States 
foreign policy as required for the execu- 
tion of the Secretary’s responsibilities; 

1-903. Disseminate, as appropriate, re- 
ports received from United States diplo- 
matic and consular posts abroad ; 

1-904. Coordinate with the Director 
of Central Intelligence to ensure that na- 
tional foreign intelligence activities are 
useful to and consistent with United 
States foreign policy; 

1-905. Transmit reporting require- 
ments of the Intelligence Community to 
the Chiefs of United States Missions 
abroad ; and 

1-906. Support Chiefs of Mission in 
discharging their statutory responsibilities 
for direction and coordination of mission 
activities. 


1-10. The Department of the Treasury. 
The Secretary of the Treasury shall: 

1-1001. Overtly collect foreign finan- 
cial and monetary information ; 


202 


Administration of Jimmy Carter, 1978 


1-1002. Participate with the Depart- 
ment of State in the overt collection of 
general foreign economic information ; 

1-1003. Produce and disseminate for- 
eign intelligence relating to United States 
economic policy as required for the execu- 
tion of the Secretary’s responsibilities; 
and 

1-1004. Conduct, through the United 
States Secret Service, activities to deter- 
mine the existence and capability of sur- 
veillance equipment being used against 
the President of the United States, the 
Executive Office of the President, and, as 
authorized by the Secretary of the Treas- 
ury or the President, other Secret’ Serv- 
ice protectees and United States offi- 
cials. No information shall be acquired 
intentionally through such activities ex- 
cept to protect against such surveillance, 
and those activities shall be conducted 
pursuant to procedures agreed upon by 
the Secretary of the Treasury and the At- 
torney General. 


1-11. The Department of Defense. The 
Secretary of Defense shall: 

1-1101. Collect national foreign intel- 
ligence and be responsive to collection 
tasking by the NITC; 

1-1102. Collect, produce and dissemi- 
nate foreign military and military-related 
intelligence information, including scien- 
tific, technical, political, geographic and 
economic information as required for 
execution of the Secretary’s responsibili- 
ties; 

1-1103. Conduct programs and mis- 
sions necessary to fulfill national and tac- 
tical foreign intelligence requirements; 

1-1104. Conduct counterintelligence 
activities in support of Department of De- 
fense components outside the United 
States in coordination with the CTA, and 
within the United States in coordination 
with the FBI pursuant to procedures 
agreed upon by the Secretary of Defense 
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and the Attorney General, and produce 
and disseminate counterintelligence stud- 
ies and reports; 

1-1105. Direct, operate, control and 
provide fiscal management for the Na- 
tional Security Agency and for defense 
and military intelligence and national re- 
connaissance entities; 

1-1106. Conduct, as the executive 
agent of the United States Government, 
signals intelligence and communications 
security activities, except as otherwise di- 
rected by the NSC; 

1-1107. Provide for the timely trans- 
mission of critical intelligence, as defined 
by the Director of Central Intelligence, 
within the United States Government; 

1-1108. Review budget data and in- 
formation on Department of Defense 
programs within the National Foreign 
Intelligence Program and review budgets 
submitted by program managers to the 
Director of Central Intelligence to ensure 
the appropriate relationship of the Na- 
tional Foreign Intelligence Program ele- 
ments to the other elements of the 
Defense program ; 

1-1109. Monitor, evaluate and conduct 
performance audits of Department of 
Defense intelligence programs; 

1-1110. Carry out or contract for re- 
search, development and procurement of 
technical systems and devices relating to 
authorized intelligence functions; 

1-1111. Together with the Director of 
Central Intelligence, ensure that there is 
no unnecessary overlap between national 
foreign intelligence programs and De- 
partment of Defense intelligence pro- 
grams and provide the Director of Cen- 
tral Intelligence all information necessary 
for this purpose; 

1-1112. Protect the security of Depart- 
ment of Defense installations, activities, 
information and personnel by appro- 
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priate means including such investiga- 
tions of applicants, employees, contrac- 
tors and other persons with similar 
associations with the Department of 
Defense as are necessary ; and 

1-1113. Conduct such administrative 
and technical support activities within 
and outside the United States as are neces- 
sary to perform the functions described in 
sections 1-1101 through 1-1112 above. 


1-12. Intelligence Components Utilized 
by the Secretary of Defense. In carrying 
out the responsibilities assigned in sections 
1-1101 through 1—1113, the Secretary of 
Defense is authorized to utilize the 
following: 

1-1201. Defense Intelligence Agency, 
whose responsibilities shall include: 

(a) Production or, through tasking and 
coordination, provision of military and 
military-related intelligence for the Sec- 
retary of Defense, the Joint Chiefs of Staff, 
other Defense components, and, as appro- 
priate, non-Defense agencies ; 

(b) Provision of military intelligence 
for national foreign intelligence products; 

(c) Coordination of all Department of 
Defense intelligence collection require- 
ments for departmental needs; 

(d) 


Attache system ; and 


Management of the Defense 


(e) Provision of foreign intelligence 
and counter-intelligence staff support as 
directed by the Joint Chiefs of Staff. 

1-1202. Agency 
(NSA), shall 


include: 


National Security 
whose _ responsibilities 


(a) Establishment and operation of an 
effective unified organization for signals 
intelligence activities, for the 
delegation of operational control over 


except 


certain operations that are conducted 
through other elements of the Intelligence 
Community. No other department or 
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agency may engage in signals intelligence 
activities except pursuant to a delegation 
by the Secretary of Defense; 

(b) Control of signals intelligence 
collection and processing activities, in- 
cluding assignment of resources to an 
appropriate agent for such periods and 
tasks as required for the direct support of 
military commanders ; 

(c) Collection of signa!s intelligence 
information for national foreign intel- 
ligence purposes in accordance with task- 
ing by the NITC; 

(d) Processing of signals intelligence 
data for national foreign intelligence pur- 
poses consistent with standards for time- 
liness established by the Director of 
Central Intelligence; 

(e) Dissemination of signals intel- 
ligence information for national foreign 
intelligence purposes to authorized ele- 
ments of the Government, including the 
military services, in accordance 
guidance from the NITC; 

(f) Collection, processing, and dis- 
semination of signals 


with 


intelligence in- 


formation for counterintelligence pur- 
poses ; 


(g) Provision of signals intelligence 
support for the conduct of military 
operations in accordance with tasking, 
priorities and standards of timeliness 
assigned by the Secretary of Defense. If 
provision of such support requires use of 
national collection systems, these svstems 
will be tasked within existing guidance 
from the Director of Central Intelligence; 

(h) Executing the responsibilities of 
the Secretary of Defense as executive 
agent for the communications security of 
the United States Government; 


(i) Conduct of research and develop- 
ment to meet needs of the United States 
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for signals intelligence and communica- 
tions security ; 

(j) Protection of the security of its 
installations, activities, information and 
personnel by appropriate means includ- 
ing such investigations of applicants, em- 
ployees, contractors and other persons 
with similar associations with the NSA as 
are necessary ; and 

(k) Prescribing, within its field of 
authorized operations, security regula- 
tions covering operating practices, includ- 
ing the handling and 
distribution of signals intelligence and 
communications security material within 
and among the elements under control of 
the Director of the NSA, and exercising 
the necessary supervisory control to 
ensure compliance with the regulations. 

1-1203. Offices for the collection of 
specialized intelligence through recon- 
naissance programs, whose responsibilities 
shall include: 

(a) Carrying out consolidated recon- 
naissance programs for specialized intelli- 
gence; 

(b) Responding to tasking through the 
NITC; and 

(c) Delegating authority to the vari- 
ous departments and agencies for re- 
search, development, procurement, and 
operation of designated means of collec- 
tion. 

1-1204. The foreign intelligence and 
counterintelligence elements of the mili- 
tary services, whose responsibilities shall 
include: 


transmission, 


(a) Collection, production and dis- 
semination of military-related foreign in- 
telligence, including information on indi- 
cations and warnings, foreign capabilities, 
plans and weapons systems, scientific and 
technical developments and _ narcotics 
production and trafficking. When collec- 
tion is conducted in response to national 
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foreign intelligence requirements, it will 
be tasked by the NITC. Collection of na- 
tional foreign intelligence, not otherwise 
obtainable, outside the United States shall 
be coordinated with the CIA, and such 
collection within the United States shall 
be coordinated with the FBI; 

(b) Conduct of counterintelligence ac- 
tivities outside the United States in co- 
ordination with the CIA, and within the 
United States in coordination with the 
FBI, and production and dissemination 
of counterintelligence studies or reports; 
and 

(c) Monitoring of the development, 
procurement and management of tacti- 
cal intelligence systems and equipment 
and conducting related research, develop- 
ment, and test and evaluation activities. 

1—-1205. Other offices within the De- 
partment of Defense appropriate for con- 
duct of the intelligence missions and re- 
sponsibilities assigned to the Secretary of 
Defense. If such other offices are used for 
intelligence purposes, the provisions of 
Sections 2-101 through 2-309 of this 
Order shall apply to those offices when 
used for those purposes. 


1-13. The Department of Energy. The 
Secretary of Energy shall: 

1-1301. Participate with the Depart- 
ment of State in overtly collecting politi- 
cal, economic and technical information 
with respect to foreign energy matters ; 

1—1302. Produce and disseminate for- 
eign intelligence necessary for the Secre- 
tary’s responsibilities ; 

1-1303. Participate in formulating in- 
telligence collection and analysis _re- 
quirements where the special expert ca- 
pability of the Department can contrib- 
ute; and 

1-1304. Provide expert technical, ana- 
lytical and research capability to other 
agencies within the Intelligence Com- 
munity. 
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1-14. The Federal Bureau of Investiga- 
tion. Under the supervision of the Attor- 
ney General and pursuant to such regula- 
tions as the Attorney General may estab- 
lish, the Director of the FBI shall: 

1—1401. Within the United States con- 
duct counterintelligence and coordinate 
counterintelligence activities of other 
agencies within the Intelligence Commu- 
nity. When a counterintelligence activity 
of the FBI involves military or civilian 
personnel of the Department of Defense, 
the FBI shall coordinate with the De- 
partment of Defense; 

1-1402. Conduct counterintelligence 
activities outside the United States in co- 
ordination with the CIA, subject to the 
approval of the Director of Central In- 
telligence ; 

1-1403. Conduct within the United 
States, when requested by officials of the 
Intelligence Community designated by 
the President, lawful activities undertaken 
to collect foreign intelligence or support 
foreign intelligence collection require- 
ments of other agencies within the Intel- 
ligence Community ; 

1-1404. Produce and disseminate for- 
eign intelligence, counterintelligence and 
counterintelligence studies and reports; 
and 


1-1405. Carry out or contract for re- 
search, development and procurement of 
technical systems and devices relating to 
the functions authorized above. 


1-15. The Drug Enforcement Administra- 
tion. Under the supervision of the Attor- 
ney General and pursuant to such regula- 
tions as the Attorney General may estab- 
lish, the Administrator of DEA shall: 

1-1501. Collect, produce and dissemi- 
nate intelligence on the foreign and 
domestic aspects of narcotics production 
and trafficking in coordination with other 
agencies with responsibilities in these 
areas ; 
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1-1502. Participate with the Depart- 
ment of State in the overt collection of 
general foreign political, economic and 
agricultural information relating to nar- 
cotics production and trafficking; and 

1—1503. Coordinate with the Director of 
sentral Intelligence to ensure that the 
foreign narcotics intelligence activities of 
DEA are consistent with other foreign in- 
telligence programs. 


SECTION 2 


RESTRICTIONS ON INTELLIGENCE 
ACTIVITIES 


2-1. Adherence to Law. 


2-101. Purpose. Information about the 
capabilities, intentions and activities of 
foreign powers, organizations, or per- 
sons and their agents is essential to in- 
formed decision-making in the areas of 
national defense and foreign relations. 
The measures employed to acquire such 
information should be responsive to 
legitimate governmental needs and must 
be conducted in a manner that preserves 
and respects established concepts of pri- 
vacy and civil liberties. 

2-102. Principles of Interpretation. 
Sections 2-201 through 2-309 set forth 
limitations which, in addition to other 
applicable laws, are intended to achieve 
the proper balance between protection of 
individual rights and acquisition of essen- 
tial information. Those sections do not 
authorize any activity not authorized by 
sections 1-101 through 1—1503 and do 
not provide any exemption from any other 
law. 


2-2. Restrictions on Certain Collection 
Techniques. 


2-201. General Provisions. 

(a) The activities described in Sections 
2-202 through 2-208 shall be undertaken 
only as permitted by this Order and by 
procedures established by the head of the 
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agency concerned and approved by the 
Attorney General. Those procedures shall 
protect constitutional rights and privacy, 
ensure that information is gathered by 
the least intrusive means possible, and 
limit use of such information to lawful 
governmental purposes. 

(b) Activities described in sections 
2-202 through 2-205 for which a warrant 
would be required if undertaken for law 
enforcement rather than intelligence pur- 
poses shall not be undertaken against a 
United States person without a judicial 
warrant, unless the President has author- 
ized the type of activity involved and the 
Attorney General has both approved the 
particular activity and determined that 
there is probable cause to believe that the 
United States person is an agent of a 
foreign power. 

2-202. Electronic Surveillance. The 
CIA may not engage in any electronic 
surveillance within the United States. No 
agency within the Intelligence Commu- 
nity shall engage in any electronic sur- 
veillance directed against a United States 
person abroad or designed to intercept a 
communication sent from, or intended for 
receipt within, the United States except 
as permitted by the procedures estab- 
lished pursuant to section 2-201. Train- 
ing of personnel by agencies in the Intelli- 
gence Community in the use of electronic 
communications equipment, testing by 
such agencies of such equipment, and the 
use of measures to determine the exist- 
ence and capability of electronic surveil- 
lance equipment being used unlawfully 
shall not be prohibited and shall also be 
governed by such procedures. Such ac- 
tivities shall be limited in scope and dura- 
tion to those necessary to carry out the 
training, testing or countermeasures pur- 
pose. No information derived from com- 
munications intercepted in the course of 
such training, testing or use of counter- 
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measures may be retained or used for any 
other purpose. 

2-203. Television Cameras and Other 
Monitoring. No agency within the Intelli- 
gence Community shall use any electronic 
or mechanical device surreptitiously and 
continuously to monitor any person with- 
in the United States, or any United States 
person abroad, except as permitted by the 
procedures established pursuant to Sec- 
tion 2-201. 

2-204. Physical Searches. No agency 
within the Intelligence Community except 
the FBI may conduct any unconsented 
physical searches within the United 
States. All such searches conducted by the 
FBI, as well as all such searches con- 
ducted by any agency within the Intelli- 
gence Community outside the United 
States and directed against United States 
persons, shall be undertaken only as per- 
mitted by procedures established pursuant 
to Section 2-201. 

2-205 Mail Surveillance. No agency 
within the Intelligence Community shall 
open mail or examine envelopes in 
United States postal channels, except in 
accordance with applicable statutes and 
regulations. No agency within the Intelli- 
gence Community shall open mail of a 
United States person abroad except as 
permitted by procedures established pur- 
suant to Section 2-201. 

2-206. Physical Surveillance. The FBI 
may conduct physical surveillance di- 
rected against United States persons or 
others only in the course of a lawful in- 
vestigation. Other agencies within the In- 
telligence Community may not undertake 
any physical surveillance directed against 
a United States person unless: 

(a) The surveillance is conducted out- 
side the United States and the person be- 
ing surveilled is reasonably believed to be 
acting on behalf of a foreign power, en- 
gaging in international terrorist activities, 
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or engaging in narcotics production or 
trafficking ; 

(b) The surveillance is conducted solely 
for the purpose of identifying a person 
who is in contact with someone who is 
the subject of a foreign intelligence or 
counterintelligence investigation ; or 

(c) That person is being surveilled for 
the purpose of protecting foreign intelli- 
gence and counterintelligence sources and 
methods from unauthorized disclosure or 
is the subject of a lawful counterintelli- 
gence, personnel, physical or communica- 
tions security investigation. 

(d) No surveillance under paragraph 
(c) of this section may be conducted 
within the United States unless the per- 
son being surveilled is a present employee, 
intelligence agency contractor or em- 
ployee of such a contractor, or is a mili- 
tary person employed by a non-intel- 
ligence element of a military service. Out- 
side the United States such surveillance 
may also be conducted against a former 
employee, intelligence agency contractor 
or employee of a contractor or a civilian 
person employed by a non-intelligence ele- 
ment of an agency within the Intelligence 
Community. A person who is in contact 
with such a present or former employee 
or contractor may also be surveilled, but 
only to the extent necessary to identify that 
person. 

2-207. Undisclosed Participation in 
Domestic Organizations. No employees 
may join, or otherwise participate in, any 
organization within the United States on 
behalf of any agency within the Intelli- 
gence Community without disclosing their 
intelligence affiliation to appropriate of- 
ficials of the organization, except as per- 
mitted by procedures established pur- 
suant to Section 2-201. Such procedures 
shall provide for disclosure of such affillia- 
tion in all cases unless the agency head or 
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a designee approved by the Attorney Gen- 
eral finds that non-disclosure is essential 
to achieving lawful purposes, and that 
finding is subject to review by the At- 
torney General. Those procedures shall 
further limit undisclosed participation to 
cases where: 

(a) The participation is undertaken on 
behalf of the FBI in the course of a lawful 
investigation ; 

(b) The organization concerned is com- 
posed primarily of individuals who are not 
United States persons and is reasonably 
believed to be acting on behalf of a 
foreign power; or 

(c) The participation is strictly limited 
in its nature, scope and duration to that 
necessary for other lawful purposes re- 
lating to foreign intelligence and is a type 
of participation approved by the Attorney 
General and set forth in a public docu- 
ment. No such participation may be un- 
dertaken for the purpose of influencing 
the activity of the organization or its 
members. 

2-208. Collection of Nonpublicly Avail- 
able Information. No agency within the 
Intelligence Community may collect, dis- 
seminate or store information concerning 
the activities of United States persons that 
is not available publicly, unless it does so 
with their consent or as permitted by pro- 
cedures established pursuant to Section 
2-201. Those procedures shall limit col- 
lection, storage or dissemination to the 
following types of information: 


(a) Information concerning corpora- 
tions or other commercial organizations 
or activities that constitutes foreign in- 
telligence or counterintelligence ; 


(b) Information arising out of a law- 
ful counterintelligence or personnel, 
physical or communications security in- 
vestigation; . 

(c) Information concerning present or 
former employees, present or former intel- 
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ligence agency contractors or their pres- 
ent or former employees, or applicants for 
any such employment or contracting, 
which is needed to protect foreign intel- 
ligence or counterintelligence sources or 
methods from unauthorized disclosure ; 

(d) Information needed solely to iden- 
tify individuals in contact with those per- 
sons described in paragraph (c) of this 
section or with someone who is the subject 
of a lawful foreign intelligence or counter- 
intelligence investigation ; 

(e) Information concerning persons 
who are reasonably believed to be poten- 
tial sources or contacts, but only for the 
purpose of determining the suitability or 
credibility of such persons ; 

(f) Information constituting foreign in- 
telligence or counterintelligence gathered 
abroad or from electronic surveillance 
conducted in compliance with Section 
2-202 or from cooperating sources in the 
United States; 

(g) Information about a person who is 
reasonably believed to be acting on behalf 
of a foreign power, engaging in interna- 
tional terrorist activities or narcotics pro- 
duction or trafficking, or endangering the 
safety of a person protected by the United 
States Secret Service or the Department 
of State; 

(h) Information acquired by overhead 
reconnaissance not directed at specific 
United States persons; 

(i) Information concerning United 
States persons abroad that is obtained in 
response to requests from the Department 
of State for support of its consular re- 
sponsibilities relating to the welfare of 
those persons ; 

(j) Information collected, received, dis- 
seminated or stored by the FBI and neces- 
sary to fulfill its lawful investigative re- 
sponsibilities; or 

(k) Information concerning persons 
or activities that pose a clear threat to any 
facility or personnel of an agency within 
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the Intelligence Community. Such in- 
formation may be retained only by the 
agency threatened and, if appropriate, 
by the United States Secret Service and 
the FBI. 


2-3. Additional Restrictions and Limita- 
tions. 

2-301. Tax Information. No agency 
within the Intelligence Community shall 
examine tax returns or tax information 
except as permitted by applicable law. 

2-302. Restrictions on Experimenta- 
tion. No agency within the Intelligence 
Community shall sponsor, contract for, 
or conduct research on human subjects 
except in accordance with guidelines is- 
sued by the Department of Health, Edu- 
cation and Welfare. The subject’s in- 
formed consent shall be documented as 
required by those guidelines. 

2-303. Restrictions on Contracting. No 
agency within the Intelligence Commu- 
nity shall enter into a contract or arrange- 
ment for the provision of goods or serv- 
ices with private companies or institutions 
in the United States unless the agency 
sponsorship is known to the appropriate 
officials of the company or institution. In 
the case of any company or institution 
other than an academic institution, intel- 
ligence agency sponsorship may be con- 
cealed where it is determined, pursuant to 
procedures approved by the Attorney 
General, that such concealment is neces- 
sary to maintain essential cover or pro- 
prietary arrangements for authorized in- 
telligence purposes. 

2-304. Restrictions on Personnel As- 
signed to Other Agencies. An employee 
detailed to another agency within the 
federal government shall be responsible to 
the host agency and shall not report to 
the parent agency on the affairs of the 
host agency unless so directed by the host 
agency. The head of the host agency, and 
any successor, shall be informed of the 
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employee’s relationship with the parent 
agency. 

2-305. Prohibition on Assassination. 
No person employed by or acting on be- 
half of the United States Government 
shall engage in, or conspire to engage in, 
assassination. 

2-306. Restrictions on Special Activi- 
ties. No component of the United States 
Government except an agency within the 
Intelligence Community may conduct 
any special activity. No such agency ex- 
cept the CIA (or the military services in 
wartime) may conduct any special ac- 
tivitv unless the President determines, with 
the SCC’s advice, that another agency is 
more likely to achieve a particular ob- 
jective. 

2-307. Restrictions on Indirect Partic- 
ipation in Prohibited Activities. No agency 
of the Intelligence Community shall re- 
quest or otherwise encourage, directly or 
indirectly, any person, organization, or 
government agency to undertake activi- 
ties forbidden by this Order or by appli- 
cable law. 

2-308. Restrictions on Assistance to 
Law Enforcement Authorities. Agencies 
within the Intelligence Community other 
than the FBI shall not, except as ex- 
pressly authorized by law: 

(a) Provide services, equipment, per- 
sonnel or facilities to the Law Enforce- 
ment Assistance Administration (or its 
successor agencies) or to state or local 
police organizations of the United States; 
or 

(b) Participate in or fund any law en- 
forcement activity within the United 
States. 

2-309. Permissible Assistance to Law 
Enforcement Authorities. The restric- 
tions in Section 2-308 shall not preclude: 


(a) Cooperation with appropriate law 
enforcement agencies for the purpose of 
protecting the personnel and facilities of 
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any agency within the Intelligence Com- 
munity ; 

(b) Participation in law enforcement 
activities, in accordance with law and this 
Order, 0 investigate or prevent clandes- 
tine intelligence activities by foreign 
powers, international narcotics produc- 
tion and trafficking, or international ter- 
rorist activities; or 

(c) Provision of specialized equipment, 
technical knowledge, or assistance of ex- 
pert personnel for use by any department 
or agency or, when lives are endangered, 
to support local law enforcement agencies. 
Provision of assistance by expert person- 
nel shall be governed by procedures ap- 
proved by the Attorney General. 

2-310. Permissible Dissemination and 
Storage of Information. Nothing in Sec- 
tions 2-201 through 2-309 of this Order 
shall prohibit: 

(a) Dissemination to appropriate law 
enforcement agencies of information 
which indicates involvement in activities 
that may violate federal, state, local or 
foreign laws; 

(b) Storage of information required by 
law to be retained; 

(c) Dissemination of information cov- 
ered by Section 2-208 (a)—(j) to agencies 
within the Intelligence Community or en- 
tities of cooperating foreign governments; 
or 

(d) Lawful storage or dissemination of 
information solely for administrative pur- 
poses not related to intelligence or secu- 
rity. 

SEcTION 3 


OVERSIGHT OF INTELLIGENCE 
ORGANIZATIONS 


3-1. Intelligence Oversight Board. 


3-101. Membership. The President’s 
Intelligence Oversight Board (IOB) shall 
function within the White House. The 
IOB shall have three members who shall 
be appointed by the President and who 
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shall be from outside the government and 
be qualified on the basis of ability, knowl- 
edge, diversity of background and experi- 
ence. No member shall have any personal 
interest in any contractual relationship 
with any agency within the Intelligence 
Community. One member shall be desig- 
nated by the President as chairman. 

3-102. Duties. The IOB shall: 

(a) Review periodically the practices 
and procedures of the Inspectors General 
and General Counsel with responsibilities 
for agencies within the Intelligence Com- 
munity for discovering and reporting to 
the IOB intelligence activities that raise 
questions of legality or propriety, and con- 
sider written and oral reports referred 
under Section 3-201; 

(b) Review periodically for adequacy 
the internal guidelines of each agency 
within the Intelligence Community con- 
cerning the legality or propriety of intelli- 
gence activities; 

(c) Report periodically, at least quar- 
terly, to the President on its findings; and 
report in a timely manner to the Presi- 
dent any intelligence activities that raise 
serious questions of legality or propriety; 

(d) Forward to the Attorney General, 
in a timely manner, reports received con- 
cerning intelligence activities in which a 
question of legality has been raised or 
which the IOB believes to involve ques- 
tions of legality; and 

(e) Conduct such investigations of the 
intelligence activities of agencies within 
the Intelligence Community as the Board 
deems necessary to carry out its functions 
under this Order. 

3-103. Restriction on Staff. No person 
who serves on the staff of the IOB shall 
have any contractual or employment rela- 
tionship with any agency within the In- 
telligence Community. 


3-2. Inspectors General and General 
Counsel. Inspectors General and General 
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Counsel with responsibility for agencies 
within the Intelligence Community shall: 
3-201. Transmit timely reports to the 
IOB concerning any intelligence activi- 
ties that come to their attention and that 
raise questions of legality or propriety; 

3-202. Promptly report to the [OB ac- 
tions taken concerning the Board’s find- 
ings on intelligence activities that raise 
questions of legality or propriety ; 

3-203. Provide to the IOB information 
requested concerning the legality or pro- 
priety of intelligence activities within their 
respective agencies ; 

3-204. Formulate practices and pro- 
cedures for discovering and reporting to 
the IOB intelligence activities that raise 
questions of legality or propriety; and 

3-205. Report to the IOB any occasion 
on which the Inspectors General or Gen- 
eral Counsel were directed not to report 
any intelligence activity to the IOB which 
they believed raised questions of legality 
or propriety. 

3-3. Attorney General. The Attorney 
General shall: 

3-301. Receive and consider reports 
from agencies within the Intelligence 
Community forwarded by the IOB; 

3-302. Report to the President in a 
timely fashion any intelligence activities 
which raise questions of legality; 

3-303. Report to the IOB and to the 
President in a timely fashion decisions 
made or actions taken in response to re- 
ports from agencies within the Intelli- 
gence Community forwarded to the At- 
torney General by the IOB; 

3-304. Inform the IOB of legal opin- 
ions affecting the operations of the In- 
telligence Community; and 


3-305. Establish or approve procedures, 
as required by this Order, for the con- 
duct of intelligence activities. Such pro- 
cedures shall ensure compliance with law, 
protect constitutional rights and privacy, 
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and ensure that any intelligence activity 
within the United States or directed 
against any United States person is con- 
ducted by the least intrusive means pos- 
sible. The procedures shall also ensure 
that any use, dissemination and storage of 
information about United States persons 
acquired through intelligence activities is 
limited to that necessary to achieve lawful 
governmental purposes. 


3-4. Congressional Intelligence Commit- 
tees. Under such procedures as the Presi- 
dent may establish and consistent with 
applicable authorities and duties, includ- 
ing those conferred by the Constitution 
upon the Executive and Legislative 
Branches and by law to protect sources 
and methods, the Director of Central In- 
telligence and heads of departments and 
agencies of the United States involved in 
intelligence activities shall: 


3-401. Keep the Permanent Select 
Committee on Intelligence of the House 
of Representatives and the Select Com- 
mittee on Intelligence of the Senate fully 
and currently informed concerning intel- 
ligence activities, including any signifi- 
cant anticipated activities which are the 
responsibility of, or engaged in, by such 
department or agency. This requirement 
does not constitute a condition precedent 
to the implementation of such intelligence 
activities ; 

3-402. Provide any information or 
document in the possession, custody, or 
control of the department or agency or 
person paid by such department or agency, 
within the jurisdiction of the Permanent 
Select Committee on Intelligence of the 
House of Representatives or the Select 
Committee on Intelligence of the Senate, 
upon the request of such committee; and 


3-403. Report in a timely fashion to 
the Permanent Select Committee on In- 
telligence of the House of Representatives 
and the Select Committee on Intelligence 
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of the Senate information relating to in- 
telligence activities that are illegal or im- 
proper and corrective actions that are 
taken or planned. 


SECTION 4 
GENERAL PROVISIONS 


4—1. Implementation 


4-101. Except as provided in section 
4-105 of this section, this Order shall 
supersede Executive Order 11905, 
“United States Foreign Intelligence Ac- 
tivities,” dated February 18, 1976; Execu- 
tive Order 11985, same subject, dated 
May 13, 1977; and Executive Order 
11994, same subject, dated June 1, 1977. 

4-102. The NSC, the Secretary of De- 
fense, the Attorney General and the Di- 
rector of Central Intelligence shall issue 
such appropriate directives and proce- 
dures as are necessary to implement this 
Order. 

4-103. Heads of agencies within the 
Intelligence Community shall issue ap- 
propriate supplementary directives and 
procedures consistent with this Order. 

4—104. The Attorney General shall have 
sole authority to issue and revise pro- 
cedures required by section 2-201 for the 
activities of the FBI relating to foreign 
intelligence and counterintelligence. 

4—105. Where intelligence activities 
under this Order are to be conducted pur- 
suant to procedures approved or agreed to 
by the Attorney General, those activities 
may be conducted under terms and condi- 
tions of Executive Order 11905 and any 
procedures promulgated thereunder until 
such Attorney General procedures are es- 
tablished. Such Attorney General proce- 
dures shall be established as expeditiously 
as possible after the issuance of this Order. 

4-106. In some instances, the docu- 
ments that implement this Order will be 
classified because of the sensitivity of the 
information and its relation to national 
security. All instructions contained in 
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classified documents will be consistent 
with this Order. All procedures promul- 
gated pursuant to this Order will be made 
available to the Congressional intelligence 
committees in accordance with Section 
3-402. 

4-107. Unless otherwise specified, the 
provisions of this Order shall apply to ac- 
tivities both within and outside the 
United States, and all references to law 
are to applicable laws of the United 
States, including the Constitution and this 
Order. Nothing in this Order shall be 
construed to apply to or interfere with 
any authorized civil or criminal law en- 
forcement responsibility of any depart- 
ment or agency. 


4-2. Definitions. For the purposes of this 
Order, the following terms shall have 
these meanings: 

4-201. Communications security means 
protective measures taken to deny unau- 
thorized persons information derived 
from telecommunications of the United 
States Government related to national se- 
curity and to ensure the authenticity of 
such telecommunications. 

4-202. Counterintelligence means in- 
formation gathered and activities con- 
ducted to protect against espionage and 
other clandestine intelligence activities, 
sabotage, international terrorist activities 
or assassinations conducted for or on be- 
half of foreign powers, organizations or 
persons, but not including personnel, phy- 
sical, document, or communications se- 
curity programs. 

4-203. Electronic Surveillance means 
acquisition of a nonpublic communica- 
tion by electronic means without the con- 
sent of a person who is a party to an elec- 
tronic communication or, in the case of a 
nonelectronic communication, without 
the consent of a person who is visibly 
present at the place of communication, 
but not including the use of radio direc- 
tion finding equipment solely to deter- 
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mine the location of a transmitter. 

4-204. Employee means a person em- 
ployed by, assigned to, or acting for an 
agency within the Intelligence Commu- 
nity. 

4-205. Foreign Intelligence means in- 
formation relating to the capabilities, in- 
tentions and activities of foreign powers, 
organizations or persons, but not includ- 
ing counterintelligence except for infor- 
mation on international terrorist activities. 

4-206. Intelligence means foreign in- 
telligence and counterintelligence. 

4-207. Intelligence Community and 
agency or agencies within the Intelligence 
Community refer to the following organi- 
zations: 

(a) The Central Intelligence Agency 
(CIA) ; 

(b) 


The National Security Agency 


(NSA) ; 
(c) The Defense Intelligence Agency; 
(d) The Offices within the Depart- 
ment of Defense for the collection of 
specialized national foreign intelligence 


through reconnaissance programs ; 

(e) The Bureau of Intelligence and 
Research of the Department of State; 

(f) The intelligence elements of the 
military services, the Federal Bureau of 
Investigation (FBI), the Department of 
the Treasury, the Department of Energy, 
and the Drug Enforcement Administra- 
tion (DEA) ; and 

(g) The staff elements of the Office of 
the Director of Central Intelligence. 

4-208. Intelligence product means the 
estimates, memoranda and other reports 
produced from the analysis of available 
information. 

4-209. International terrorist activities 
means any activity or activities which: 

(a) involves killing, causing serious 
bodily harm, kidnapping, or violent de- 
struction of property, or an attempt or 
credible threat to commit such acts; and 

(b) appears intended to endanger a 
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protectee of the Secret Service or the 
Department of State or to further politi- 
cal, social or economic goals by intimidat- 
ing or coercing a civilian population or 
any segment thereof, influencing the 
policy of a government or international 
organization by intimidation or coercion, 
or obtaining widespread publicity for a 
group or its cause; and 

(c) transcends national boundaries in 
terms of the means by which it is accom- 
plished, the civilian population, govern- 
ment, or international organization it ap- 
pears intended to coerce or intimidate, or 
the locale in which its perpetrators oper- 
ate or seek asylum. 

4-210. The National Foreign Intelli- 
gence Program includes the programs 
listed below, but its composition shall be 
subject to review by the National Security 
Council and modification by the Presi- 
dent. 

(a) The programs of the CIA; 

(b) The Consolidated Cryptologic 
Program, the General Defense Intelli- 
gence Program, and the programs of the 
offices within the Department of Defense 
for the collection of specialized national 
foreign intelligence through reconnais- 
sance except such elements as the Direc- 
tor of Central Intelligence and the Sec- 
retary of Defense agree should be 
excluded; 

(c) Other programs of agencies within 
the Intelligence Community designated 
jointly by the Director of Central Intelli- 
gence and the head of the department or 
by the President as national foreign in- 
telligence or counterintelligence activi- 
ties; 

(d) Activities of the staff elements of 
the Office of the Director of Central In- 
telligence. 

(e) Activities to acquire the intelli- 
gence required for the planning and con- 
duct of tactical operations by the United 
States military forces are not included in 
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the National Foreign Intelligence Pro- 
gram. 

4-211. Physical surveillance means an 
unconsented, systematic and deliberate 
observation of a person by any means on 
a continuing basis, or unconsented ac- 
quisition of a nonpublic communication 
by a person not a party thereto or visibly 
present thereat through any means not in- 
volving electronic surveillance. This defi- 
nition does not include overhead recon- 
naissance not directed at specific United 
States persons. 

4-212. Special activities means activi- 
ties conducted abroad in support of na- 
tional foreign policy objectives which are 
designed to further official United States 
programs and policies abroad and which 
are planned and executed so that the role 
of the United States Government is not 
apparent or acknowledged publicly, and 
functions in support of such activities, 
but not including diplomatic activity or 
the collection and production of intelli- 
gence or related support functions. 

4-213. United States, when used to 
describe a place, includes the territories of 
the United States. 

4-214. United States person means a 
citizen of the United States, an alien law- 
fully admitted for permanent residence, 
an unincorporated association organized 
in the United States or substantially com- 
posed of United States citizens or aliens 
admitted for permanent residence, or a 
corporation incorporated in the United 
States. 

Jimmy Carter 
The White House, 
January 24, 1978. 


[Filed with the Office of the Federal Register, 
11:12 am., January 25, 1978] 
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United States Foreign 
Intelligence Activities 


Statement on Executive Order 12036. 
January 24, 1978 


I have issued today an Executive order 
concerning the organization and control 
of United States foreign intelligence ac- 
tivities. It is the product of the most ex- 
tensive and highest level review ever con- 
ducted through the National Security 
Council system of our Nation’s foreign in- 
telligence activities and of an unprece- 
dented dialog with the congressional over- 
sight committees. 

The new order, which builds on the ex- 
perience under President Ford’s Executive 
Order 11905, is intended to provide a 
foundation for the drafting of statutory 
charters, and I intend to work closely 
with congressional leaders to enact such 
legislation. Until then, however, the new 
order will: 

—ensure that foreign intelligence and 
counterintelligence activities are con- 
ducted in full compliance with the 
laws of the United States and are 
consistent with broader national se- 
curity policies; 

—establish effective oversight of the 
direction, management. and conduct 
of the foreign intelligence activities 
of the Federal Government; 

—clarify the authority and responsi- 
bilities of the Director of Central In- 
telligence (DCI) and the depart- 
ments and agencies that have foreign 
intelligence and counterintelligence 
responsibilities. 

The most important features of the new 

Executive order are as follows: 

1. The National Security Council and 
its two standing committees—the Special 
Coordination Committee (SCC) and the 
Policy Review Committee (PRC)—will, 
short of the President, provide the high- 
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est level review of and guidance for the 
policies and practices of the Intelligence 
Community. 

—The PRC, when acting on intelli- 
gence matters, will be chaired by the DCI 
and is charged with defining and estab- 
lishing priorities for consumer require- 
ments for intelligence, making sure these 
are reflected in budget decisions, and 
evaluation of analytical products. This 
ensures that the needs of the most im- 
portant users of intelligence will guide the 
entire intelligence process. 


—The SCC, chaired by the Assistant to 
the President for National Security Af- 
fairs, will review and make recommenda- 
tions to the President on the most sensitive 
intelligence operations and, as appropri- 
ate, on collection activities. This commit- 
tee will also, for the first time, assume 
responsibility for developing policy for 
and coordination of all counterintelligence 
activities. 

2. The authorities and responsibilities of 
all departments, agencies, and senior of- 
ficials engaged in foreign intelligence and 
counterintelligence activities are being 
made public. Those implementing direc- 
tives which must remain classified for se- 
curity reasons will be made available to 
the appropriate congressional oversight 
committees. The new order implements 
my earlier decision to centralize under 
the DCI the most important national in- 
telligence management functions—collec- 
tion requirements, budget control, and 
analysis—while operational and support 
activities are left unchanged and decen- 
tralized. 


The specific operational responsibilities 
of each of the elements of the Intelligence 
Community, as well as their most impor- 
tant community relationships, are spelled 
out. Two important organizational mech- 
anisms are established to facilitate these 
functions : 
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—The National Intelligence Tasking 
Center, operating in peacetime under the 
control of the DCI or under the Secretary 
of Defense when the President so directs, 
will be responsible for coordinating and 
tasking national foreign intelligence col- 
lection programs. 

—The National Foreign Intelligence 
Board, which includes the members of the 
Intelligence Community, is an advisory 
body to the DCI on all national intelli- 
gence activities and the budget. 

3. Our intelligence agencies have a crit- 
ical role to play in collecting and analyz- 
ing information important to our national 
security interests and, on occasion, acting 
in direct support of major foreign policy 
objectives. It is equally important, how- 
ever, that the methods employed by these 
agencies meet constitutional standards 
protecting the privacy and civil liberties 
of U.S. persons and are in full compliance 
with the law. 

To accomplish this objective a major 
section of the Executive order is devoted 
entirely to setting forth detailed restric- 
tions on intelligence collection, covert 
activities in support of foreign policy 
objectives, experimentation, contracting, 
assistance to law enforcement authorities, 
personnel assigned to other agencies, indi- 
rect participation in prohibited activities, 
dissemination and storage of information, 
and a prohibition on assassinations. The 
FBI’s intelligence activities no longer have 
a blanket exception to these restrictions. 

At the heart of the restriction process 
is a greatly enhanced role for the Attorney 
General, as the Nation’s top legal officer, 
to establish and approve procedures to 
regulate the conduct of the most sensi- 
tive intelligence activities. These detailed 
procedures, which will be made available 
to the congressional oversight committees, 
will ensure compliance with the law, pro- 
tect constitutional rights and privacy, and 
ensure that any intelligence activity with- 
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in the United States or directed against 
Americans will employ the least intrusive 
means possible and that the use, dissemi- 
nation, and storage of such information 
is limited to that necessary to achieve 
lawful governmental purposes. 

4. As an added protection against 
abuses and to help ensure effective per- 
formance, the intelligence oversight proc- 
ess is strengthened. 

—The Intelligence Oversight Board is 
retained, and its responsibilities for review 
of foreign intelligence activities that may 
be illegal or improper is extended to the 
counterintelligence area, and it is given 
new authority to conduct investigations. 

—The DCI and senior officers of the 
Intelligence Community are instructed to 
report to the congressional intelligence 
committees in a complete and prompt 
manner. 


I believe that this Executive order rep- 
resents an important step forward in as- 
suring the American people that their 
intelligence agencies will be working 
effectively for them and not infringing on 
their legal rights. The next step will be 
to establish these authorities and restric- 
tions in legislation binding on this and 
future administrations. 


President’s Committee on 
Employment of the Handicapped 
Appointment of Charles H. Pillard as Vice 


Chairman. January 24, 1978 

The President today announced the ap- 
pointment of Charles H. Pillard as Vice 
Chairman of the President’s Committee 
on Employment of the Handicapped. 

Pillard, 59, has been international 
president of the International Brother- 
hood of Electrical Workers since 1968. 
From 1952 to 1968, he was business man- 
ager of Local Union 41. 
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International North Pacific 
Fisheries Commission 


Appointment of Dennis A. Grotting as 
Commissioner of the United States Section. 
January 24, 1978 


The President today announced the re- 
appointment of Dennis A. Grotting as 
Commissioner of the United States Sec- 
tion of the International North Pacific 
Fisheries Commission. 

Grotting, 36, has served on the Com- 
mission since 1975. He is secretary-man- 
ager of the Fisherman’s Marketing Asso- 
ciation in Eureka, Calif. 


Federal Prevailing Rate Advisory 
Committee 


Message to the Congress Transmitting the 
Annual Report. January 24, 1978 


To the Congress of the United States: 

In accordance with section 5347(e) of 
title 5 of the United States Code, I hereby 
transmit to you the 1976 Annual Report 
of the Federal Prevailing Rate Advisory 
Committee. 

While not specifically addressed in the 
attached report, I want to express my con- 
cern that little progress appears to have 
been made in reforming the prevailing 
rate system for adjusting wages of Federal 
blue collar employees. In my February 22, 
1977 message to the Congress, I strongly 
recommended early enactment of legisla- 
tion to correct those provisions of current 
law that cause significant departures from 
the local prevailing rate principle, and 
result in an unfair competitive advantage 
for the Federal Government and unjusti- 
fiable payroll costs. A draft bill which 
would achieve these objectives was sub- 
mitted to the Congress early last year. I 
am convinced that this bill will correct the 
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most serious deficiencies in the prevailing 
rate system and I wish to reiterate my 
concern for its passage. 


Jummy CarTER 
The White House, 
January 24, 1978. 


United States Arms Control and 
Disarmament Agency 


Nomination of Eight Members of the 
General Advisory Committee. 


January 24, 1978 


The President today announced eight 
persons whom he will nominate to be 
members of the General Advisory Com- 
mittee to the Arms Control and Disarma- 
ment Agency. They are: 

Haro.p M. Acnew, director of the Los Alamos 
Scientific Laboratory in New Mexico (reap- 
pointment) ; 

McGeorce Bunpy, president of the Ford 
Foundation; 

Bert T. Comps, an attorney in Louisville, Ky. ; 

L. OwEN Cooper, Sr., former president of the 
Mississippi Chemical Corp.; 

Paut M. Dory, director of the program for sci- 
ence and international affairs at Harvard 
University ; 

Dovuc tas FRAseEr, president of the United Auto 
Workers of America; 

Harry HucE, a Washington attorney; 

LANE KiRKLAND, secretary-treasurer of the 
AFL-CIO (reappointment) ; 

ARTHUR B. Krim, a New York attorney; 

Wo trcanc K. H. PANorsky, director of Stan- 
ford University ; 

BRENT Scowcrort, former Assistant to the 
President for National Security Affairs; 
Tuomas J. Watson, Jr., chairman of the ex- 

ecutive committee of the board of directors 


of IBM Corp.; 


MARGARET BusH WItson, chairman of the 
NAACP and a St. Louis attorney. 
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National Advisory Committee on 
Oceans and Atmosphere 


Appointment of 18 Members. 
January 24, 1978 


The President today announced the 
appointment of 18 persons to be members 
of the National Advisory Committee on 
Oceans and Atmosphere. They are: 


For terms ending June 30, 1978 


WERNER A. BauM, chancellor of the university 
and professor of geography at the University 
of Wisconsin ; 

Marne A. Duss, director of ocean resources 
for the Kennecott Copper Corp.; 

AtFReD A. H. Ket, Ford professor of engineer- 
ing at Massachusetts Institute of Tech- 
nology ; 

MicHAEL R. NAEss, senior executive vice pres- 
ident, director, and chief operating officer, 
services group, for Zapata Corp. in Houston, 
Tex. ; 

Georce M. SuLLivan, mayor of Anchorage, 
Alaska; 

Jack R. Van Lopix, dean of Louisiana State 
University’s Center for Wetland Resources; 

For terms ending June 30, 1979 


SarAH CHAsIS, staff attorney for the Natural 
Resources Defense Council in New York; 
H. J. Corer, Jr., president and chief executive 

officer of Rich-SeaPak Corp.; 

Donatp L. McKERNAN, director of the Insti- 
tute for Marine Studies and professor of 
marine affairs and fisheries at the Univer- 
sity of Washington (also designated chair- 
man of the Committee) ; 

SHARRON STEWART, of Lake Jackson, Tex., a 
member of the Energy Development Fund, 
Energy Conservation Task Force, and the 
Governor’s Energy Advisory Council; 

James B. SuLtivan, founder and co-director of 
the Center for Science in the Public Interest, 
Washington, D.C.; 

WarrEN M. WASHINGTON, senior scientist and 
group leader at the National Center for 
Atmospheric Research in Boulder, Colo. ; 

For terms ending June 30, 1980 

Louis J. BaTTan, director of the Institute of 
Atmospheric Physics and head of the depart- 
ment of atmospheric sciences at the Univer- 
sity of Arizona; 

Joun A. Biccs, former director of the Wash- 
ington State Department of Ecology; 
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ALBERT W. Gatov, vice president of the San 
Francisco Metropolitan Transportation Com- 
mission and chairman of its seaport policy 
commission subcommittee ; 

Orro Kia, vice president and general man- 
ager, re-entry and environmental systems 
division, General Electric Co.; 

Joun A. Knauss, dean of the Graduate School 
of Oceanography at the University of Rhode 
Island ; 

EvELyNn F. Murpny, secretary of environmen- 
tal affairs for the Commonwealth of Massa- 
chusetts (also designated vice chairman). 


Department of Energy 


Nomination of Omi G. Walden To Be an 
Assistant Secretary. January 25, 1978 


The President today announced that he 
will nominate Omi G. Walden, of At- 
lanta, Ga., to be an Assistant Secretary 
of Energy. Her area of responsibility 
would be conservation and solar applica- 
tions. 


Walden was born December 25, 1945, 
in Alma, Ga. She received an A.B. from 
the University of Georgia in 1967. 


In 1968 and 1969 she was assistant di- 
rector for public relations at the Georgia 
Ports Authority and from 1970 to 1973, 
she was director of public relations for the 
HUD Model Cities Program in Alma, 
Ga., which she also served as research and 
evaluation coordinator and citizen partici- 
pation coordinator. 


From 1973 to 1976, Walden served as 
Federal/State relations coordinator and 
a policy adviser on energy and environ- 
mental issues for Georgia Governors 
Jimmy Carter and George Busbee. 


Since 1976 she has been director of the 
Georgia Office of Energy Resources, 
which she was responsible for establishing. 
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Department of Labor 


Nomination of Robert B. Lagather To Be an 
Assistant Secretary. January 25, 1978 


The President today announced that he 
will nominate Robert B. Lagather, of 
Arlington, Va., to be an Assistant Secre- 
tary of Labor for Mine Safety and 
Health. 

Lagather was born December 8, 1925, 
in Chisholm, Minn. He received an LL.B. 
from George Washington University in 
1951. 

From 1951 to 1962, Lagather worked 
as a clerk and as night shift supervisor for 
the United Mine Workers Welfare and 
Retirement Fund. From 1953 to 1962, he 
also practiced law in Washington. 

Since 1962 Lagather has been at the 
Labor Department, beginning as an at- 
torney for labor management laws. From 
1973 to 1975, he was Deputy Assistant 
Secretary for Labor Management Rela- 
tions Administration. Since 1975 he has 
been Deputy Solicitor for Regional 
Operations. 


Board for International Food and 
Agricultural Development 


Appointment of Johnnie W. Prothro as a 


Member. January 25, 1978 

The President today announced the 
appointment of Johnnie W. Prothro, of 
Atlanta, Ga., as a member of the Board 
for International Food and Agricultural 
Development. 

Prothro was born February 26, 1922, 
in Atlanta. She received a B.S. from 
Spelman College in 1941, an M.S. from 
Columbia University in 1946, and a 
Ph. D. from the University of Chicago in 
1952. 
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From 1952 to 1963, Prothro was a 
professor at Tuskegee Institute and from 
1963 to 1968, she was an associate pro- 
fessor at the University of Connecticut. 
From 1968 to 1972, she was head of the 
department of home economics and food 
administration at Tuskegee. 

Prothro was a nutrition adviser at the 
Center for Disease Control in Atlanta in 
1972 and 1973, and from 1973 to 1975 
taught at Tuskegee. Since 1975 she has 
been a professor in the dietetics program, 
division of allied health professions, at 
Emory University. 


International Sugar 
Agreement, 1977 


Message to the Senate Transmitting the 
Agreement. January 25, 1978 


To the Senate of the United States: 

I transmit herewith the International 
Sugar Agreement, 1977, accompanied by 
the report of the Department of State. 
Ambassador Young signed this Agreement 
on behalf of the United States of America 
on December 9, 1977. 

The Agreement seeks to stabilize sugar 
prices to meet both our domestic inter- 
ests as a major consumer and producer of 
sugar, and our international interests as 
the world’s largest importer of sugar. The 
United States has been a member of pre- 
vious international sugar agreements, in- 
cluding the first one in 1937. But we were 
not a member of the most recent, which 
was negotiated in 1968 and expired in 
1973. Serious negotiations for this new 
Agreement began last April when sugar 
prices were low and surpluses were large. 
High prices during 1974 and 1975 had 
stimulated world production, cut world 
demand, and encouraged the develop- 
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ment of high fructose corn syrup, a direct 
competitor with beet and cane sugar. 
The new Agreement is designed to 
avoid the problems created by excess sup- 
plies of sugar, while providing assurances 
of adequate supplies in the future. It does 
so by stabilizing world prices between 11 
and 21 cents a pound. The 11 cent mini- 
mum will be defended by a worldwide 
system of export quotas. The Food and 
Agriculture Act of 1977 establishes a do- 
mestic support price of 13.5 cents per 
pound which is roughly equivalent to the 
11 cent minimum world price when nor- 
mal duties and transportation are added. 
When domestic prices rise above that 
level, the Secretary of Agriculture may 
suspend the price support program. 


The Agreement protects the interests of 
consumers by guarding against high prices 
and ensuring adequate supplies for do- 
mestic needs. It calls for reserve stocks 
under which about 2.5 million tons of 
sugar will be set aside and held in export- 
ing countries for release in case prices ap- 
proach the 21 cent level. The 11 cent 
price will encourage sufficient investment 
to avoid sharp reductions in supplies and 
concomitant price increases. 


The Agreement is consistent with our 
broad foreign policy objectives and with 
our intent to balance the interests of pro- 
ducing and consuming countries through 
international cooperation. Once in full 
operation, it should eliminate the need 
for the tariff and fee measures recently 
imposed to defend our domestic price 
support program. Such unilateral meas- 
ures adversely affect the earning capacity 
of many developing countries and under- 
mine our commitment to an open interna- 
tional trading system. Instead, the Agree- 
ment represents a cooperative effort 
among sugar exporting and importing 
countries to achieve their mutual interests 
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in equitable and stabilized sugar prices 
and supplies. 

For all of these reasons, I urge the Sen- 
ate to give this Agreement favorable con- 
sideration and its advice and consent to 
ratification. The Department of State will 
submit legislation to implement the 
Agreement. 


Jrmmy CarTER 
The White House, 


January 25, 1978. 


Meeting With Head of Delegation 
of Supreme Soviet 
Parliamentarians 


White House Statement Issued Following the 
Meeting With B. N. Ponomarev. 
January 25, 1978 


The President met for one hour this 
afternoon with Mr. Boris Ponomarev. Mr. 
Ponomarev is the head of a delegation of 


parliamentarians of the Supreme Soviet 
visiting the United States at the invitation 
of the U.S. Congress. He is a candidate 
Politburo member and Central Commit- 
tee Secretary of the Communist Party of 
the Soviet Union. 

The President stated his interest in 
working on a mutual basis to widen the 
areas of cooperation and to limit the areas 
of competition that mark relations be- 
tween the United States and the Soviet 
Union. The President noted that this will 
require reciprocity and restraint on both 
sides, The discussion was friendly and 
productive. 

Specific subjects discussed included 
SALT, the Horn of Africa, the Middle 
East, and other issues. 

The President was joined by the Vice 
President, Dr. Zbigniew Brzezinski, Assist- 
ant for National Security Affairs, and 
Reginald Bartholomew of the NSC staff. 
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Mr. Ponomarev was accompanied by 
Soviet Ambassador Anatoly Dobrynin. 
The interpreters were Dimitry Zarechnak 
for the United States and Olga A. Krok- 
halev for the Soviet Union. 


Highway and Transit Programs 


Message to the Congress Proposing 
Legislation. January 26, 1978 


To the Congress of the United States: 

I am today transmitting to Congress 
proposed legislation that will significantly 
improve the organization and operation 
of the Federal government’s highway and 
transit programs. 


One of the Administration’s important 
goals is to develop a well balanced na- 
tional transportation policy, one which 
takes account of our increased sensitivity 
to the effects of transportation on the 
social and economic life of our cities and 
rural communities. The reforms which 
are proposed in this legislation are de- 
signed to make certain that the nation has 
an effective transportation system, which 
uses energy more efficiently, enhances the 
quality of life in our urban and rural 
areas, and helps expand our economy. 

The program I am proposing will in- 
tensify the Federal effort to complete the 
Interstate System and provide flexible 
assistance for highway construction and 
transit development. The legislation 
would authorize more than $50 billion 
over the next five years and proposes the 
following changes to meet national trans- 
portation needs: 


—a comprehensive transportation plan- 
ning program; 

—measures to speed completion of the 
Interstate System and to improve 
maintenance; 
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—consolidation of more than 30 high- 
way and public transportation grant 
programs into fewer and more flexi- 
ble programs for both rural and 
urban areas; 

—a uniform Federal share for all grant 
programs except Interstate construc- 
tion and Interstate transfer projects; 

—focusing the transit discretionary 
program on major investments; 

—an expanded bridge replacement and 
rehabilitation program ; 

—a unified safety program; and 

—greater flexibility for State and local 
governments to pursue their own 
priorities. 

To achieve our objectives in this area, 
we propose a reorganization of a variety 
of highway and transit programs into a 
simpler and more manageable system of 
Federal assistance. Certain aspects of our 
new approach to these programs should 
be emphasized. 


Transportation Planning 


To promote more efficient short-range 
and long-range planning by state and 
local officiais, I propose to consolidate 
highway and transit planning funds and 
to distribute these funds as a single grant, 
under a formula to be determined by the 
Secretary of Transportation. 

Planning grants will be made directly to 
designated metropolitan planning orga- 
nizations in urbanized areas over one 
million in population. The Secretary will 
review transportation plans for such areas 
to ensure that they take reasonable ac- 
count of such issues as air quality, energy 
conservation, environmental quality ac- 
cessibility to employment, effect on mi- 
norities, housing, land use and future de- 
velopment. The planning process for 
other areas will be strengthened as well. 


Interstate System 


Our first priority will be to complete 
the essential gaps in the Interstate System. 
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Fifty percent of the apportionment for- 
mula will be based on the cost to complete 
the essential gaps and fifty percent on the 
cost to complete the total system. High- 
way projects substituted after an Inter- 
state withdrawal will be funded from a 
state’s Interstate apportionment, and sub- 
stitute mass transit projects will be funded 
from the General Fund. Interstate substi- 
tute projects, both highway and transit, 
will be eligible for a ninety percent fed- 
eral share. 

States will be required to have com- 
pleted the Environmental Impact State- 
ment process or to have submitted an 
application for an Interstate withdrawal 
on all uncompleted segments of the Inter- 
state by September 30, 1982. Segments 
which have not met either requirement 
will be removed from the system. All in- 
complete Interstate segments must be 
under contract for construction and ini- 
tial construction must have commenced 
by September 30, 1986. 


Federal-Aid Primary System 


To simplify an unduly restrictive fund- 
ing structure, seven highway categories 
will be consolidated into a single Primary 
program. Funds will be apportioned by a 
formula specified in the legislation and 
the Federal share will be eighty percent. 
Up to fifty percent of a state’s primary 
system funds may be transferred to the 
urban highway or the small urban and 
rural transportation programs. 


Urban Formula Grants ' 

Two compatible programs will be es- 
tablished, one for highways, and one for 
transit, for all urbanized areas with a pop- 
ulation of 50,000 or more. The highway 
program will consolidate five categorical 
programs, and all urban roads not on the 
Interstate or primary systems will be eli- 
gible for assistance. The transit program 
will provide assistance for the acquisition, 
construction and improvement of facilities 
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and equipment for use in public transpor- 
tation services and the payment of operat- 
ing expenses, including commuter rail 
operating expenses. 


Funds will be apportioned by formula 
and the federal share for capital projects 
will be eighty percent. The highway 
formula will be based on urbanized area 
population. Up to fifty percent of the 
urban highway funds may be transferred 
to the Primary program or to the small 
urban and rural program. Up to fifty per- 
cent of the transit funds may be trans- 
ferred to the highway program. Highway 
funds will continue to be available for 
transit capital projects. 

Governors and local officials will be 
required to designate a recipient or re- 
cipients for urban highway funds in 
urbanized areas with a population of one 
million or more. By this step we will sig- 
nificantly improve the opportunity for 
large cities to become more involved in 
the planning and programming of their 
highway systems. Urban highway funds 
for areas with small populations will go to 
the State. 


Urban Discretionary Grant 


This transit grant program will be 
focused on major expansion of bus fleets 
and new fixed guideway projects, includ- 
ing extensions of existing systems, and 
joint development projects. 


Small Urban and Rural Formula Grant 


To meet the unique needs of small cities 
and rural communities, we propose a con- 
solidated grant program for highways and 
transit for all areas with a population be- 
low 50,000, with the state as the recipient. 


Nine categorical highway programs will 
be consolidated into this new program, 
and all public roads not on the Interstate 
or primary systems will be eligible for 
assistance. The new program will provide 
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assistance for both capital and operating 
expenses for public transportation in 
small urban and rural communities. Au- 
thorization for this program would come 
out of the Highway Trust Fund, but the 
Trust Fund would be reimbursed out of 
the General Fund for transit operating 
expenses. 
Safety Program 

To allow more flexible and rational use 
of funds, six highway safety programs will 
be consolidated into a single safety grant 
to states, with the federal share at eighty 
percent. 


Bridge Program 

For the first time states will be able to 
use substantially increased funds for re- 
habilitation as well as replacements of 
deteriorating bridges. The federal share 
will be eighty percent, and up to thirty 
percent of the funds will be available for 
bridges not on the federal-aid highway 
systems. 


Authorizations 

The proposed authorizations are de- 
signed to permit better long-term plan- 
ning by those responsible for both 
highway and transit development. The 
Highway Trust Fund will be extended for 
an additional 4 years. The formula grant 
programs will be authorized for a four- 
year period, and the urban discretionary 
grant program will be authorized for a 
five-year period. 

In proposing the reforms contained in 
this legislation I recognize the critical 
relationship between transportation, en- 
ergy and development in urban and rural 
areas. I believe that these proposals will 
lead toward energy conservation and 
better land use. The enactment of this 
legislation will bring new opportunities 
and responsibilities to State and local off- 
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cials, will respond to the problems of the 
present programs, and will help to place 
the surface transportation system on a 
sound financial basis. 

I ask the Congress to move promptly to 
pass this highway and transit legislation. 


Jimmy CarTER 


The White House, 
January 26, 1978. 


Bureau of Land Management 


Nomination of Frank Gregg To Be Director. 
January 26, 1978 


The President today announced that he 
will nominate Frank Gregg, of Hingham, 
Mass., to be Director of the Bureau of 
Land Management in the Interior De- 
partment. 

Gregg was born December 12, 1925, in 
Denver, Colo. He graduated from the 
University of Colorado in 1949. 

From 1957 to 1961, Gregg was execu- 
tive director of the Izaak Walton League 
of America. From 1961 to 1963, he was a 
staff assistant in the office of Secretary of 
the Interior Stewart L. Udall, where he 
worked on development of the Land and 
Water Conservation Fund and Water Re- 
sources Planning acts. From 1963 to 1965, 
he was executive director of the Citizens’ 
Committee for the Outdoor Recreation 
Resources Review Commission Report. 

Gregg was vice president of the Con- 
servation Foundation from 1965 to 1967. 
Since 1967 he has been Chairman of the 
New England River Basins Commission, 
a joint Federal-State agency established 
at the request of the New England Gov- 
ernors to coordinate Federal and State 
water and related land resource programs 
in that region. 


National Transportation 
Safety Board 


Nomination of Elwood T. Driver To Be a 
Member. January 26, 1978 


The President today announced that he 
will nominate Elwood T. Driver, of 
Reston, Va., to be a member of the Na- 
tional Transportation Safety Board for 
the remainder of the term expiring De- 
cember 31, 1980. 

Driver was born August 20, 1921, in 
Trenton, N.J. He has a bachelor’s degree 
in mathematics and science from New 
Jersey State College and a master’s de- 
gree in safety from New York University. 
He has taken graduate courses in system 
safety engineering. 

From 1962 to 1967, Driver was chief 
of system safety engineering and adminis- 
tration at Autonetics, a division of North 
American Rockwell, where he was respon- 
sible for the system safety engineering of 
the guidance system for the Minuteman 
ICBM. 

Driver has been with the Department 
to Transportation since 1967. From 1967 
to 1971, he was Chief of the Components 
Division, Office of Standards for Vehicles 
in Use, at the National Highway Safety 
Bureau. He is currently acting Director of 
the Office of Crashworthiness, Motor Ve- 
hicle Programs, at the National Highway 
Traffic Administration, where he is re- 
sponsible for developing and issuing safety 
standards for motor vehicles and equip- 
ment. 


Budget Rescissions and Deferrals 
January 27, 1978 


Message to the Congress. 


To the Congress of the United States: 

In accordance with the Impoundment 
Control Act of 1974, I herewith report 
three proposals to rescind a total of $55.3 
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million in budget authority previously 
provided by the Congress. In addition, I 
am reporting six new deferrals of budget 
authority totalling $1,517.1 million and 
seven revisions to previously transmitted 
deferrals increasing the amount deferred 
by $2.2 million in budget authority. 

The rescission proposals affect the mili- 
tary assistance program, the Department 
of States’ appropriation for contributions 
for international peacekeeping activities, 
and the revolving fund of the Federal 
Home Loan Bank Board. 

The new deferrals and revisions to ex- 
isting deferrals involve programs of ‘he 
Departments of Agriculture, Commerce, 
Health, Education, and Welfare, Justice, 
Labor, Transportation, the Treasury, and 
the Panama Canal Zone Government, the 
National Science Foundation, and the 
United States Information Agency. 

The details of each rescission proposal 
and deferral are contained in the attached 
reports. 


Jimmy CarTER 
The White House, 
January 27, 1978. 
NOTE: The attachments detailing the rescis- 


sions and deferrals will be printed in the FEp- 
ERAL REGISTER. 


National Afro-American (Black) 
History Month, February 1978 


Message of the President. January 27, 1978 


This Month gives black Americans a 
wonderful opportunity to review their 
roots, their achievements and their pro- 
jections ; and it provides for all Americans 
a chance to rejoice and express pride in 
a heritage that adds so much to our way 
of life. 


I commend the Association for the 
Study of Afro-American Life and History 
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on its sponsorship of this traditional 
observance. 

Calling attention to the contributions 
of black people to our overall progress and 
development, the month of February thus 
serves to build goodwill and understand- 
ing between all people. It gives each of 
us a keener appreciation of an important 
part of the priceless legacy which Ameri- 
cans of every creed, color and national 
origin are fortunate to share. 

Rosalynn and I join in urging fellow 
citizens everywhere to help make this 
year’s celebration especially meaningful 
and rewarding. 

Jimmy CarTER 


Democratic National Committee 


Remarks at a Special Meeting of the 
Committee. January 27, 1978 


Chairman John White and Chairman 
Ken Curtis, Chairman Bob Strauss— 
[laughter|—distinguished members and 
officers of the Democratic National Com- 
mittee and friends: 

It’s really great to come over here and 
to have such a good reception. I think it 
was a surprise to John White. He had 
asked me specifically to come after he was 
elected. [Laughter] When you get more 
applause than Bob Strauss, it makes you 
feel very good. [ Laughter] 

I want to be brief this morniag, but to 
tell you a few things that are important 
to me and, I think, to you. In the first 
place, I want to express my admiration 
and my appreciation to Ken Curtis for 
having done such a superb job this past 
year. 

Shortly after I was elected Governor, 
and before I was inaugurated, I had an 
opportunity to meet Ken Curtis and 
Polly and Angel, and there was an instant 
rapport between us and an instant admi- 
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ration on our part for him. He was one 
of the senior Governors also, a young 
man. And he gave me sound advice, and 
we formed a partnership then and a 
friendship that has been staunch. 

When I was elected President, I par- 
ticularly wanted Ken Curtis to come and 
take on this job. I have to tell you in com- 
plete confidence that he did it as a favor 
to me. He did not want to leave Maine. 
He wanted to stay there and not move to 
what he considers the Deep South of 
Washington. [Laughter] But I told him 
that we needed him. And Bob Strauss had 
laid a good groundwork, leading up to a 
superb choice by the American people last 
November, a year ago—{laughter|— 
and I told him that we needed to consoli- 
date what had been done and to bridge 
the gap between a Democratic National 
Committee with a Republican in the 
White House, with the quite different 
circumstance of a Democratic National 
Committee with a Democrat in the White 
House. 

We were still saddled with an unfortu- 
nate debt left over from 1968 which had 
been $914. million, approximately, and 
which had been cut down a little more 
than half. And Ken Curtis has, I think, 
brought the Democratic Party together. 
He’s kept an open door; he’s given every- 
body a chance to speak. He’s given me 
great support, along with your help. He’s 
cut that debt half again, and I think it’s 
down to manageable terms now. And I’m 
deeply grateful to him. 

Ken Curtis told me last October 
that he wanted to go back to Maine, 
and with some surprise and regret I told 
him that I would certainly accede to his 
wishes. He leaves here with his head high 
and with the Democratic Party proud of 
what he’s done. 

We’ve now been fortunate in bringing 
to our committee, with your help, a new 
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chairman who has a different background, 
different experience, but who can con- 
tinue the tremendous growth and influ- 
ence of the Democratic Party through your 
leadership. 

John White is a man who is known in 
Texas as Mr. Democrat. He supported 
John Kennedy and Lyndon Johnson; be- 
fore that, Adlai Stevenson. He headed up 
George McGovern’s campaign. He sup- 
ported Hubert Humphrey. He supported 
Lloyd Bentsen and—{laughter|—and suc- 
cessfully supported Jimmy Carter in 1976. 
[Laughter] 

He has, I think, the complete integrity 
and the knowledge of politics that comes 
from a man who is idealistic, liberal to 
moderate in the finest sense of those words, 
who’s not afraid to tackle the difficult 
political challenge when called upon to do 
so by his duty, and his belief in the pur- 
poses and principles of the Democratic 
Party, and who has proved his own at- 
traction among the Texas people, I think, 
13 times when he was reelected to serve 
as commissioner of agriculture. And I 
think next November he’s going to take a 
lot of freshmen and sophomore Demo- 
cratic Members of Congress and help them 
to start on an equally long career of at 
least 13 terms, and we’re going to all work 
together for that purpose. 

He’s also well trained to fit into the en- 
vironment of a Democratic National Com- 
mittee. I was particularly convinced of 
that a week or two ago when I saw a 
photograph in the Washington Post— 
[laughter|—where his office had been filled 
with farmers, he was hanging on the win- 
dowsill by his fingernails—{laughter]|— 
and still trying to convince them that the 
Department of Agriculture, the President, 
that Congress were concerned about farm 
problems. So, I think he’ll fit in well over 
here at the DNC headquarters. [Laughter] 
And I think he can handle the disparate 
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groups that make up the Democratic 
Party’s strength. I’m grateful, John, that 
you’ re here. 

I would like to say a word about the 
titular head of the Democratic Party, and 
that’s myself. I came to Washington for 
the first time just about a year ago. And 
we had a massive program to propose, 
campaign commitments to honor, a Con- 
gress for me to learn about, and a quiz- 
zical American public about a newcomer 
to national politics whom they really 
didn’t know. 

I had to do hundreds of hours of per- 
sonal study about the history and present 
circumstances concerning the Middle 
East, Africa, Latin America, Panama, 
SALT, comprehensive test bans, domestic 
programs. And I have to admit to you 
that in many instances, I put those re- 
sponsibilities ahead of my responsibilities 
to the Democratic National Committee. 
I don’t think you’ve had the support that 
was needed from the White House. But I 
don’t have to restudy those issues. I’ve 
become fairly well educated, and now I 
can keep up with changing circumstances. 
This year, there will be a much closer al- 
legiance and alliance from the White 
House toward the Democratic National 
Committee and I—[inaudible]. 

I was elected with your help to lead 
this country. I feel at ease with the job of 
President, primarily because I don’t feel 
alone. I have a partnership with you be- 
cause we are bound together with a com- 
mon purpose and common beliefs, a com- 
mon history as Democrats, to let politics 
and government be used to deal with hu- 
man needs, not to disappoint those who 
trust us, not to be timid when severe 
challenges arise, not to apologize when 
we inherit longstanding problems that are 
not easy to solve. And I look forward to 
this year, working with you with a great 
deal of anticipation, determination, and 
confidence. 
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In the political world and, I think, 
particularly here in Washington, there is 
an excessive and predictable and under- 
standable emphasis on the disharmonies, 
on the arguments and contentions and 
strong debates. There’s an emphasis on 
failure in minor points, even though the 
general effort may have been successful. 

But what we need to maintain is an- 
other characteristic of Democrats, and 
that is optimism about the future, pride 
in what our Nation is, and the determina- 
tion to make it even better. We live in the 
greatest nation on Earth. Economically 
we are strong; militarily, strong; politi- 
cally, strong; morally, strong; admired, 
not feared in the rest of the world. 

I think we have the trust of the Amer- 
ican people. It’s incumbent on me every 
minute of every day never to betray that 
trust. It’s important for me not to let a 
wall be built between me and the rest of 
the country and to capitalize not only on 
my personal encounters with American 
people over the 2 years of campaigning 
but also, through you, to be constantly 
aware of new developments and new con- 
cerns and new hopes and new dreams of 
those who look to you for leadership and 
who recognize that you have a direct ac- 
cess to me through your responsibilities as 
leaders of our party. 

That partnership is crucial in deter- 
mining whether or not my own adminis- 
tration in the White House is successful. 
There are times when you can bridge the 
gap perhaps between myself and the Con- 
gress, because no matter how hard I try 
from the perspective of opposite ends of 
Pennsylvania Avenue, a good Member of 
Congress is much more concerned about 
and amenable to expressions of belief and 
importunities from his own constituents. 
And that’s where, again, you are there, 
and you can help to identify problems and 
to remove those problems before they be- 
come critical or damaging to a successful 
Democratic administration that encom- 
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passes both 
House. 

I’ve got an excellent Cabinet. There’s 
not a single person who serves with me at 
the Cabinet level about whom I have any 
concern or whom I would want to 
change. I would like to go out of office at 
the end of 4 years with the same Cabinet 
that I have now. They are very strong, 
very good people. And I think that they 
deserve your confidence and your sup- 
port, and also they deserve to know from 
you when you have a concern about their 
administration. 

I don’t run the Federal Government 
through White House aides. They are all 
very close to me and they are close to the 
Cabinet members. So, if there’s a problem 
in health or welfare, I would like for you 
to go directly to Joe Califano and 
let him get to know you and let you 
get to know him. If there’s a problem 
with the cities, go to Juanita Kreps and 
go to Pat Harris, deal with the Cabinet 
members directly. 

We have a major responsibility this 
year in the Governors’ elections, in the 
elections for the Members of Congress 
and the Senate to be successful. And I 
believe that we can prove to the rest of 
the Nation that we have an administra- 
tion that can serve the needs of our 
people. 

There are some severe challenges that 
presently face us, with which I need your 
help. There will be an early bringing to 
the floor of the Panama Canal treaties. A 
year ago the support for these treaties in 
the Congress or among the people was 
minimal, if it existed at all. But the good 
negotiating results have given us a base 
of truth and substance which has per- 
mitted us to convince the American peo- 
ple and the Members of the Senate that 
the treaties are in our best interests. 


Congress and the White 


We’ve got an energy question that must 
be resolved. It’s kind of a cancer that pre- 
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vents further progress and further con- 
fidence in domestic and international eco- 
nomics. And the uncertainty about the fu- 
ture related to energy is something that 
we must overcome. You can help me with 
that. We’ve got an economic program, 
tax reduction, tax reform, a good solid 
budget, a concern about our cities, agri- 
culture, with which I need your help. I 
think our program is well-considered, 
well-presented, and is sound. And there 
is a partnership here in which you enjoy 
full participation. 

The last thing I would like to say is 
this: I don’t want you to consider your 
service on the Democratic National Com- 
mittee to be a spasmodic responsibility. I 
would like for you to consider it to be a 
daily responsibility. Don’t just wait until 
a meeting is called here before you exer- 
cise the leadership that’s been given to 
you. You’re equally responsible with me 
to make sure that the Democratic Party 
never betrays the trust that has been 
placed in us. 

I’d like to see Democrats in the White 
House for a long time to come. And if 
you work closely with me, I think that’s— 
[inaudible]. 


Thank you very much. 


NOTE: The President spoke at 11:33 a.m. in 
the Presidential Ballroom at the Capitol Hil- 
ton Hotel. In his opening remarks, he referred 
to John C. White, newly elected chairman of 
the Democratic National Committee, and 
Kenneth M. Curtis and Robert S. Strauss, 
former chairmen of the committee. 


Panama Canal Treaties 
Letter to Senator Richard Stone. 
January 27, 1978 
To Senator Richard Stone 
Thank you for meeting with me yes- 
terday about the Panama Canal Treaties. 


You have expressed concerns that are 
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shared by many of our citizens in Florida 
and throughout the nation. 

Ratification of the Panama Canal 
Treaties should not be viewed by any 
power as signaling a retreat by the United 
States in Latin America. Our country will 
continue to play a visible and dynamic 
role in Western Hemisphere affairs. 

In particular, it has been and will con- 
tinue to be the policy of the United States 
to oppose any efforts, direct or indirect, 
by the Soviet Union to establish military 
bases in the Western Hemisphere. More- 
over, we will maintain our military bases 
in the Caribbean necessary to the defense 
of the Panama Canal and the security of 
the United States and its allies in the 
Western Hemisphere. 

You have asked when the Government 
of Panama plans to hold Assembly elec- 
tions. I am pleased to inform you that 
Panama will hold elections for its Na- 
tional Assembly on August 6 of this year. 
The newly-elected members will take of- 
fice in October. 

You have done much to clarify ambi- 
guities that have developed during the de- 
bate on the Panama Canal Treaties. I 
believe the Treaties are very important to 
the continuing improvement in our rela- 
tions with Latin America and I hope they 
will have your support. 

Sincerely, 


Jmmmy CarTEeR 


[The Honorable Richard Stone, United States 
Senate, Washington, D.C. 20510] 


Advisory Council on Historic 
Preservation 
Appointment of Calvin W. Carter and Richard 


H. Jenrette as Members of the 
January 27, 1978 


Council. 


The President today announced the ap- 
pointment of Calvin W. Carter and Rich- 
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ard H. Jenrette as members of the Advi- 
sory Council on Historic Preservation for 
terms expiring February 28, 1982. 

Carter, 43, of Tampa, Fla., is president 
and chief executive officer of the O. H. 
Carter Co., an insurance company. 

Jenrette, 48, of New York City, is also 
designated Chairman of the Council. He 
is chairman of the board and chief execu- 
tive officer of Donaldson, Lufkin & Jen- 
rette, Inc. He is a trustee of the National 
Trust for Historic Preservation. 





Digest of Other 
White House Announcements 


The following listing includes the Pres- 
ident’s daily schedule and other items of 
general interest as announced by the 
White House Press Office during the pe- 
riod covered by this issue. Events and an- 
nouncements printed elsewhere in the is- 
sue are not included. 


January 20 

While in Atlanta, Ga., the President 
met with a group of Southern State Gov- 
ernors at the Omni International Hotel. 


January 21 


The President attended funeral services 
for his uncle, Alton Carter, in Plains, Ga. 


January 23 
The President returned to the White 


House following a weekend stay at St. 
Simons Island, Ga. 


January 24 


The President telephoned Canadian 
Prime Minister Pierre Elliott Trudeau to 
discuss joint U.S.-Canadian efforts to lo- 
cate and assess the effects of a Soviet nu- 
clear-powered Cosmos satellite which had 
reentered the Earth’s atmosphere over 
northern Canada that morning. 
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The President met at the White House 
with: 

—Zhbigniew Brzezinski, Assistant to the 
President for National Security Af- 
fairs ; 

—members of the bipartisan congres- 
sional leadership; 

—Senator Warren G. Magnuson of 
Washington ; 

—Representative Harold T. Johnson 
of California; 

—Vice President Walter F. Mondale; 

—James T. McIntyre, Jr., Director of 
the Office of Management and 
Budget. 

The President attended a briefing on 
the Panama Canal treaties, given for busi- 
ness and political leaders from Iowa, 
Kansas, and Michigan. 

January 25 

The President met at the White House 
with: 

—Dr. Brzezinski; 

—Senator James B. Pearson of Kansas; 

—Charles L. Schultze, Chairman of the 
Council of Economic Advisers; 

—Senator Howard M. Metzenbaum of 
Ohio and Dennis J. Kucinich, mayor 
of Cleveland; 

—Senator Paul G. Hatfield, newly ap- 
pointed Senator from Montana, and 
members of his family. 

The President hosted a White House 
reception for the executive council and 
national planning committee of the Inter- 
national Association of Machinists and 
Aercspace Workers, AFL-CIO. 


January 26 

The President met at the White House 

with: 

—Dr. Brzezinski; 

—Representatives Paul E. Tsongas of 
Massachusetts and Don Bonker of 
Washington, who reported on their 
factfinding trip to the Horn of Af- 
rica; 
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—Secretary of Defense Harold Brown 
and Gen. Daniel “Chappie” James, 
Jr., who is retiring from the Air 
Force; 

—Mrs. Carter, for lunch; 

—Senator Richard Stone of Florida to 

discuss the Panama Canal treaties; 

—Representative Robert N. Giaimo of 

Connecticut. 

The President attended a briefing on 
the Panama Canal treaties, given for rep- 
resentatives of the business community. 

The President hosted a White House 
reception for members of the National 
Council of Mayors. 

Democratic National Chairman Ken- 
neth M. Curtis and Mrs. Curtis had din- 
ner with the President at the White 
House. 

The President declared an emergency 
for the State of Ohio because of the im- 
pact of an abnormal accumulation of 
snow on vital transportation arteries with- 
in the State. 

January 27 
The President met at the White House 

with: 

—Secretary of State Cyrus R. Vance, Dr. 
Brzezinski, and Hamilton Jordan, As- 
sistant to the President; 

—Dr. Brzezinski; 

—Representative Ray Roberts of Texas; 

—a group of editors and publishers (tran- 
script will be printed next week) ; 

—Coleman Young, mayor of Detroit, and 
Jesse Hill, president of the Atlanta In- 
surance Co. 

The President declared an emergency 
for the State of Indiana because of the 
impact of an abnormal accumulation of 
snow on vital transportation arteries with- 
in the State. 

The President transmitted to the Con- 
gress the 1976 annual report on special in- 
ternational exhibitions conducted under 
the authority of the Mutual Educational 
and Cultural Exchange Act of 1961. 
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NOMINATIONS SUBMITTED 
TO THE SENATE 


The following list does not include promo- 
tions of members of the Uniformed Services, 
nominations to the Service Academies, or nom- 
inations of Foreign Service officers. 


Submitted January 24, 1978 


The following-named persons to be members 
of the General Advisory Committee of the 
United States Arms Control and Disarma- 
ment Agency: 

Haroitp MELviIN AGNEw, of New Mexico 
(reappointment). 

McGeorcE Bunpy, of New York, vice 
I. W. Abel, resigned. 

Bert THomas Comes, of Kentucky, vice 
Harold Brown, resigned. 

Paut Meap Dory, of Massachusetts, vice 
William C. Foster, resigned. 

Douc.tas A. FRASER, of Michigan, vice 
William W. Scranton, resigned. 

Harry ArtHur Hues, of Virginia, vice 
John Archibald Wheeler, resigned. 

JosepH LANE KiRKLAND, of the District 
of Columbia (reappointment). 

ArTHuR B. Krim, of New York, vice John 
A. McCone, resigned. 

Wotrcanc Kurt HERMANN PANOFSky, 
of California, vice Gerard C. Smith, 
resigned. 

BreENT Scowcrort, of the District of Co- 
lumbia, vice James F. Chambers, Jr., 
resigned. 

Tuomas Joun Watson, Jr., of Connecti- 
cut, vice Gordon Allott, resigned. 

MarGAaRET BusH Witson, of Missouri, 
vice Edward Clark, resigned. 


Submitted January 25, 1978 


CuHarves H. Gray, of Arkansas, to be United 
States Marshal for the Eastern District of 
Arkansas for the term of 4 years, vice Len 
E. Blaylock. 

Rosert B. LacaTuHer, of Virginia, to be As- 
sistant Secretary of Labor for Mine Safety 
and Health (new position). 

Omr Gar WALpEN, of Georgia, to be an 
Assistant Secretary of Energy (Conservation 
and Solar Applications) (new position). 

G. Witt1AM Miter, of California, to be a 
member of the Board of Governors of the 
Federal Reserve System for a term of 14 
years from February 1, 1978, vice David 
M. Lilly, term expiring. 
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The following-named Foreign Service officers 
for promotion from Class one to the Class 
of Career Minister: 

Davis EucGENE Boster, of Ohio 
LAWRENCE S. EAaGLEBURGER, of Florida 
Donavp B. Easum, of Virginia 
Tuomas O. Enpers, of Connecticut 

ALAN Carter, of the District of Columbia, a 
Foreign Service information officer of Class 
one, for promotion to the Class of Career 
Minister for Information. 


Submitted January 26, 1978 

The following-named persons to the positions 
indicated: 

To be members of the Board of Directors of the 
National Railroad Passenger Corporation for 
the terms indicated: 


For the remainder of the term expiring 


July 18, 1978 


Frank H. NEEL, of Georgia, vice Edward 
L. Ullman, deceased. 

James R. Mitts, of California, vice Ger- 
ald D. Morgan, deceased. 


For a term expiring July 18, 1980 


Harry T. Epwarps, of Michigan, vice 
Joseph V. MacDonald, term expired. 
Cuartes Luna, of Texas (reappoint- 

ment). 


For a term expiring July 18, 1981 


AnTHOoNyY HaswELL, of Illinois, vice Don- 
ald P. Jacobs, term expired. 

Ronatp G. NatHan, of the District of 
Columbia, vice Frank S. Besson, Jr., 
term expired. 

Witu1aM M. Isaac, of Kentucky, to be a mem- 
ber of the Roard of Directors of the Federal 
Deposit Insurance Corporation for a term 
of 6 years, vice Robert E. Barnett, resigned. 

Louis Poik, of Ohio, to be Chairman of the 
United States Metric Board for a term of 
6 years (new position). 

To be members of the United States Metric 
Board for the terms indicated (new posi- 
tions) : 


For a term of 2 years 


Cart A. Beck, of Pennsylvania 
Francis R. Ducan. of Ohio 
Henry Kroeze, of Wisconsin 
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NOMINATIONS—Continued 
Submitted January 26—Continued 
For a term of 4 years 


Pau. Biock, Jr., of Ohio 

Tuomas A. HannicAn, of Maryland 
Frank Hartman, of Michigan 
SANDRA R. KENNEY, of Maryland 
Rocer Etuis Travis, of Massachusetts 


For a term of 6 years 


SypnEy D. AnprREws, of Florida 

Joyce D. Miter, of New York 

GLENN NisHimurRA, of Arkansas 

SaTenic S. St. Marie, of Connecticut 

AprIAN G. WEAVER, of Connecticut 

ERNEST AMBLER, of Maryland, to be Director 
of the National Bureau of Standards, vice 
Richard W. Roberts, resigned. 

Lynn R. CoLeman, of the District of Colum- 
bia, to be General Counsel of the Depart- 
ment of Energy (new position). 

GeorcE S. McIsaac, of the District of Colum- 
bia, to be an Assistant Secretary of Energy 
(Resource Applications) (new position). 

To be members of the Board for International 
Broadcasting for the terms indicated: 

Rita E. Hauser, of New York, for a term 
expiring April 28, 1980, vice John P. 
Roche, resigned. 

Frank MarkoeE, Jr., of New Jersey, for 
a term expiring May 20, 1980, vice Foy 
D. Kohler, term expired. 

STEPHEN JoHN Gace, of Maryland, to be an 
Assistant Administrator of the Environmental 
Protection Agency, vice Wilson K. Talley, 
resigned. 

RosBert Ciype BEnepict, of Pennsylvania, to 
be Commissioner on Aging, vice Arthur S. 
Flemming. 

Wii.1aM P. Apams, of Virginia, to be a mem- 
ber of the Railroad Retirement Board for 
the term of 5 years from August 29, 1977, 
vice James L. Cowen, resigned. 

Rosert F. Cotuins, of Louisiana, to be United 
States District Judge for the Eastern Dis- 
trict of Louisiana, vice Alvin B. Rubin, 
elevated. 

A. Davip Mazzone, of Massachusetts, to be 
United States District Judge for the District 
of Massachusetts, vice Frank J. Murray, re- 
tired. 
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Paut A. Simmons, of Pennsylvania, to be 
United States District Judge for the Western 
District of Pennsylvania, vice Ralph F. 
Scalera, resigned. 

Larry D. Patton, of Oklahoma, to be United 
States Attorney for the Western District of 
Oklahoma for the term of 4 years, vice David 
L. Russell, resigned. 

Coy W. Rocers, of Oklahoma, to be United 
States Marshal for the Western District of 
Oklahoma for the term of 4 years, vice Floyd 
E. Carrier, term expired. 

BENJAMIN R. CiviLeTTI, of Maryland, to be 
Deputy Attorney General, vice Peter F. 
Flaherty, resigned. 

Atvin Harry GANDAL, of Maryland, to be a 
Commissioner of the Postal Rate Commis- 
sion for the term expiring October 14, 1982, 
vice Frank P. Saponaro, term expired. 

BERTRAM R. CorttTing, of the District of Colum- 
bia, to be a member of the Occupational 
Safety and Health Commission for a term 
expiring April 27, 1983, vice Robert D. 
Moran, term expired. 

Joun Arnot Hewitt, Jr., of New Jersey, to 
be an Assistant Secretary of the Air Force, 
vice Everett T. Keech, resigned. 

Tuomas J. Corcoran, of the District of 
Columbia, a Foreign Service officer of Class 
one, to be Ambassador Extraordinary and 
Plenipotentiary of the United States of 
America to the Republic of Burundi. 

Davin T. SCHNEIDER of Maryland, a Foreign 
Service officer of Class one, to be Ambassador 
Extraordinary and Plenipotentiary of the 
United States of America to the People’s 
Republic of Bangladesh. 

Puitip Henry AtsTon, JR., of Georgia, now 
Ambassador Extraordinary and Plenipoten- 
tiary of the United States of America to 
Australia, to serve concurrently and without 
additional compensation as Ambassador 
Extraordinary and Plenipotentiary of the 
United States of America to the Republic of 
Nauru. 

W. Howarp Wriccins, of New York, now 
Ambassador Extraordinary and Plenipoten- 
tiary of the United States of America to the 
Republic of Sri Lanka, to serve concurrently 
and without additional compensation as 
Ambassador Extraordinary and Plenipoten- 
tiary of the United States of America to the 
Republic of Maldives. 
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HERMAN J. CoueEn, of New York, a Foreign 
Service officer of Class one, now Ambassador 
Extraordinary and Plenipotentiary of the 
United States of America to the Republic of 
Senegal, to serve concurrently and without 
additional compensation as Ambassador Ex- 
traordinary and Plenipotentiary of the 
United States of America to The Gambia. 

The following-named persons to be members of 
the Board of Directors of the Legal Services 
Corporation for terms expiring July 13, 1980, 
to which offices they were appointed during 
the last recess of the Senate: 

Crcit1a DENOGEAN Esguer, of Arizona, 
vice Rodolfo Montejano, term expired. 

STEVEN L. ENGELBERG, of Maryland, vice 
Samuel D. Thurman, term expired. 

Hittary Diane Ropuam, of Arkansas, 
vice William J. Janklow, resigned. 

RicHARD ALLAN TRUDELL, of California, 
vice Marshall Jordan Breger, term 
expired. 

JOSEPHINE Marie Wortuy, of Massachu- 
setts, vice Marlow W. Cook, term ex- 
pired. 


Joun W. Snyper, of the District of Columbia, 
to be a member of the Board of Trustees of 
the Harry S Truman Scholarship Founda- 
tion for a term expiring December 10, 1983, 
to which office he was appointed during the 
last recess of the Senate. 

Rosert D. Tuorne, of California, to be an 
Assistant Secretary of Energy (Energy 
Technology) (new position). 

FRANK Greco, of Massachusetts, to be Di- 
rector of the Bureau of Land Management 
(new position). 

ELtwoop Tuomas Driver, of Virginia, to be a 
member of the National Transportation 
Safety Board for the remainder of the term 
expiring December 31, 1980, vice Webster B. 
Todd, Jr., resigned. 


CHECKLIST OF WHITE HOUSE 
PRESS RELEASES 


The following releases of the Office of the 
White House Press Secretary, distributed dur- 
ing the period covered by this issue, are not 
included in the issue. 


Released January 24, 1978 

News conference: on the President’s Executive 
order on United States foreign intelligence 
activities—by David L. Aaron, Deputy 
Assistant to the President for National Se- 
curity Affairs 


Released January 25, 1978 

News conference: on the reentry of a Soviet 
Cosmos satellite into the Earth’s atmos- 
phere—by Zbigniew Brzezinski, Assistant to 
the President for National Security Affairs, 
and Benjamin Huberman, Senior Adviser for 
Technical Affairs, National Security Council 
Staff 

Announcement: nomination of Charles H. 
Gray to be United States Marshal for the 
Eastern District of Arkansas 


Released January 26, 1978 

Announcement: list of 50 persons whose nomi- 
nations were resubmitted to the Senate dur- 
ing the second session of the 95th Congress 

News conference: on the President’s message 
to the Congress on highway and transit pro- 
grams—by Brock Adams, Secretary of 
Transportation 


Released January 27, 1978 

Announcement: information concerning the 
President’s meeting with and letter to Sen- 
ator Richard Stone on the Panama Canal 
treaties 





ACTS APPROVED BY 
THE PRESIDENT 


NoTE: No acts approved by the President were 
received by the Office of the Federal Register 
during the period covered by this issue. 
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Proclamations 


American Heart Month (Proc. 4546) — 
Drug Abuse Prevention Week (Proc. 
4544) 
Humphrey, 
4545) 
Sugar, sirups, 

(Proc. 4547) 


Proxmire, Sen. William 
Public broadcasting 
Public Service Employment Program__-_ 


Sen. Hubert H (Proc. 


and molasses imports 


Purushottam, S. V 
Quinonez Meza, Roberto 


Railroad Improvement Program, North- 
east Corridor 

Reagan, Barbara B 

Reddy, N. S 

Redwood National Park 

Regulatory reform 


Resignations and Retirements 


Federal Reserve System, Board of 
Governors, member 


Rhodes, Repr. John J 
Rhodesia, U.S. policy 
Rockefeller, Gov. John D., IV 
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Sadat, Anwar al- 19, 43, 46, 62, 71, 148 
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Sao Tome, U.S. Ambassador 
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Schaufele, William E., Jr 
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State of the Union 
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Selkregg, Lidia L 
Sillin, Lelan F., Jr 
Simonet, Henri 
ee ot Dy , eS ee 85, 149 
Small Business Administration 
Small businesses 
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Snyder, John W 
Somalia, U.S. policy. 
South Africa, U.S. policy 
South Pacific Commission 
Southeast Asia Treaty Organization____ 
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State, Department of 
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State and local governments 
Economic Report of the President___ 136 
State of the Union 101, 104 
State of the Union 
Address 
Message to. Congress... 2...— = = 98 
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Humphrey, Sen. Hubert H., death___. 78 

Metcalf, Sen. Lee, death 63 
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Wireless communications, 75th anni- 
versary 


145 


Strategic arms limitation talks_______--_ 


37, 
95, 114, 122 


Strategic petroleum reserves 

Sugar industry and imports_____-~~ 1 

Sullivan, Rev. Leon H 

Supplemental Security Income 

Surface Mining Control and Reclama- 
tion Act of 1977 

Sviridoff, Mitchell 

Syria, President Hafiz al-Asad 


Tanner, Jack E 
Taxation 

Economic Report of the President____ 

Message to Congress 

News conference remarks 

State of the Union 
Tienken, Arthur T 
Tindemans, Léo__- 
Tobacco industry. 
Tongsun Park 
Torrijos Herrera, Brig. Gen. Omar. 


Trade 
See also Imports 
Balance of payments 
Commission of the European Com- 

munities, meeting remarks 
Economic Report of the President_____ 132, 
137, 143 

Japan, agreement with U.S___---_-_ 67 
State of the Union 102, 119 

Trade Commission, United States In- 
ternational 

Trade Negotiations, Multilateral 

Transportation, State of the Union 

Treasury, Department of the 
Assistant Secretary 126 
Secretary 66, 124, 126 

Treaties and other international agree- 
ments, Japan, trade agreement 

Trident submarine 

Trucking industry 

Trudell, Richard 

Turner, Adm. Stansfield 


Udall, Repr. Morris K 
Ullman, Repr. Al 
Union of Soviet Socialist Republics 
News conference remarks 
Strategic arms limitation talks. 
Strategic arms limitation talks 
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United Kingdom, Prime Minister James 
Callaghan 
United Nations, Economic and Social 
Council, Commission on Narcotic 
Drugs, U.S. Representtaive 
United States International Trade Com- 
mission 145, 146 
United States-Soviet Standing Consulta- 
tive Commission 63, 149 
Urban areas 
Interview remarks 
State of the Union 
Urban Development Action Grants_____ 100 


Van Lennep, Emile 49 
Vance, Cyrus R 

Veterans, State of the Union 107 
Virgin Islands, U.S. district judge____ 66, 149 
Volz, John P 66, 149 


Wages, and prices, voluntary business 
increase control 93, 100, 141 
Waggonner, Repr. Joe D 148 
Washington, U.S. district judge____ 149, 150 
Water and waterways, State of the Un- 
ion 
Weapons. See Arms and weapons 
Webster, William H 
Welfare system 
Reform 2 
State of the Union 





Wellhead tax 

White House Conference on Balanced 
National Growth and Economic De- 
velopment 

White House Fellowships, 
Commission on 

White House staff 
Assistant for National 


President’s 


Security Af- 


Assistants 
Counsel 


White House Statements 


United States-Japan Trade Agree- 


Wills, Joan L 

Women, discrimination 

Wood, David T 

Woodworth, Laurence N__________ 124, 125 
bak Se ee 89 
Wyszynski, Stefan Cardinal 45 


Youth. See Children and youth 
Youth Employment and Demonstration 
Projects Act of 1977 


Zero-base budgeting 125, 133 


























